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PERMANENT CERTIFICATION OF DOMESTIC 
ALL-CARGO AIR CARRIERS 


WEDNESDAY, APRIL 3, 1957 


Untrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 

The subcommittee met, at 10:20 a. m., in room F-39, United States 
Capitol, Hon. A. 5. Mike Monroney presiding. 

Senator Monroney. We would like to start with Mr. Joseph H. 
FitzGerald, Director of the Bureau of Air Operations of the Civil 
Aeronautics Board on the bill, S. 1474, which is to establish permanent 
certification for those all-cargo carriers now having temporary certi- 
fication. The bill follows the pattern of that which we have done for 
the feeder lines and generally what was done under the grandfather 
laws for the major trunklines at the time the original Civil Aeronau- 
ties Act was passed. 

(The bill, S. 1474 is as follows :) 


[S. 1474, 85th Cong., 1st sess.] 
A BILL To amend section 401 (e) of the Civil Aeronautics Act, as amended 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That Section 401 
(e) of the Act of June 23, 1938, as amended (49 U. S. C. 487 (e) ; 52 
Stat. 987), is amended by adding the following at the end thereof: 

“(5) If any applicant who makes application for a certificate within 
one hundred dnt twenty days after the enactment of this paragraph 
shall show that, from November 15, 1956, to date of its application: it 
or its predecessor in interest, was an air carrier furnishing, within the 
limits of the United States, all-cargo service as authorized by a tem- 
porary certificate of public convenience and necessity issued by the 
Civil Aeronautics Board, and continuously operating as such air car- 
rier (except as to interruptions of service over which the applicant or 
its Fees in interest has no control) the Board, upon proof of 
such fact only, shall, unless the service rendered by such applicant dur- 
ing the period since its last certification has been inadequate and in- 
efficient, issue a certificate or certificates of unlimited duration, au- 
thorizing such applicant to engage in air transportation within the 
limits of the United States between the same points and in the same 
manner and for each such class of traffic as authorized by such tem- 
porary certificate : Provided, however, That authority to engage in the 
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transportation of mail pursuant to a certificate of unlimited duration 
granted hereunder shall be limited to the carriage of mail on a non- 
subsidy basis with compensation restricted to a service rate.” 

Senator Monroney. Mr. FitzGerald, we are glad to have you here. 
You are speaking for the entire CAB. 

Mr. FrrzGeratp. Yes, sir. 


STATEMENT OF JOSEPH H. FitzGERALD, DIRECTOR OF THE 
BUREAU OF AIR OPERATIONS, CIVIL AERONAUTICS BOARD 


Mr. FrrzGeratp. Mr. Chairman, I have placed in the hands of the 
committee 2 maps; 1 map shows the earriers’ structure, cargo-carriers’ 
structure prior to our last decision in 1955, and since that decision. 

Mr. Chairman and members of the committee, the Board appre- 
ciates the opportunity you are affording it this morning to express its 
views on S. 1474. 

S. 1474 would amend the Civil Aeronautics Act of 1938 to provide 
permanent certificates of public convenience and necessity, for opera- 
tions within the limits of the United States, to all air carriers cur- 
ae authorized to furnish all-cargo service under a temporary cer- 
tificate. 

In view of the experimental nature of the all-cargo operations, the 
Board cannot endorse their permanent certification at this time. 

My purpose in appearing before you today is to present information 
with respect to the operations of the all-cargo carriers which we be- 
lieve would be helpful to the committee in evaluating the proposed 
legislation. 

t is my understanding that the domestic operations of four all- 
cargo carriers would qualify for permanent certification under S. 
1474—Slick Airways, Inc., The Flying Tiger Line, Inc., Riddle Air- 
Lines, Ine., and AAXICO, Inc. As presently drafted it would also 
appear that permanent certification would be granted to the carriers 
for their systems, including points not now receiving service. 

As you know, the Board issued its.decisions in the Air Freight Cer- 
tificate Renewal case only about.1 year ago. In this case major altera- 
tions were mace in the routes of liek and the Flying Tiger Line, and 

.two carriers—Riddle and AAXICO—were granted certificates for 
domestic operations for the first time. 

Riddle has held a temporary certificate for all-cargo operations be- 
tween New York and San Juan since 1951, the renewal of which au- 
thority is currently being considered in the New York-San Juan case. 

Riddle also conducted limited all-cargo service between Florida 
points and New York City for a temporary period under a Board 
exemption prior to its certification for a domestic route. AAXICO, 
before its certification, operated as a large irregular air carrier by 
exemption authority from the Board. Slick and Flying Tigers have 
been operating a scheduled certificated service since 1949. 

The routes of Slick and Flying Tigers traverse the country in an 
east-west direction, while the domestic route of Riddle, and that of 
AAXICO, provide for north-south service in the eastern part of the 
United States. In the recent Air Freight Case, all routes were certifi- 
cated for a five-year period. Thus the authorizations will expire in 
1961. 
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I should like particularly to call your attention to the present status 
of the operations of these carriers. 

Riddle was authorized on January 20, 1956, to conduct its domestic 
cargo service. It began service over all route segments on January 
26,' 1956. However, service is not provided at 10 of the 26 points 
authorized. Information as to the traffic volumes over Riddle’s domes- 
tic systems is not readily available, since the carrier has reported only 
system figures which include its New York-San Juan operations. For 
the first year of operations ending March 31, 1952, Riddle reported 
9’ million ton-miles of traffic, and for the year ended December 31, 
1956, a total of 13 million ton-miles were performed. 

AAXICO did not begin its certificated service until November 15, 
1956, and has provided service to only 3 of the 15 points authorized 
since that time. Because of the newness of the operation no meaning- 
ful information is available to the Board. 

Slick and Flying Tigers are the largest of the domestic all-cargo 
carriers and have accumulated considerable experience since their 
operations were begun in 1949. As a result of this experience, gained 
during the period of the carriers’ initia] temporary certificates, the 
Board, in renewing the authorizations, made alterations which it be- 
lieves will strengthen these carriers considerably. However, since 
operation under the new certificates is limited, the full effects of the 
revisions are not yet clear. Slick has four points to which service is 
not presently being provided, and Flying Tiger has one such point. 

During the first year of its scheduled operation, ending September 
30, 1950, Slick performed a total of 30 million ton-miles of cargo. For 
the year ended September 30, 1956, 46 million ton-miles were reported. 
Flying Tiger increased from 17 million to 56 million ton-miles dur- 
ing the same period, Total revenues of these carriers have increased 
at a substantially greater rate, due to the fact that they have supple- 
mented their incomes by participating in passenger charter and other 
nonscheduled operations. 

While the growth of air freight since 1950 has been substantial, it 
has not measured up to the Board’s original expectations. The profit- 
ability of all-cargo operations by these carriers has also been disap- 
pointing. In addition, there has not been enough experience in this 
area to evolve a stable route pattern or to enable the Board to make 
a final determination as to the type of certificate which will be best 
adapted to the requirements of this class of service. Consequently, the 
provisions of the proposed bill which would make permanent the pre- 
viously effective temporary certificates of these carriers would not 
allow the type of experimentation required for the sound development 
of this class of service. 

It is for these reasons that the Board has not yet seen fit to grant 
permanent certificates for these operations. 

However, if the committee should decide to recommend favorable 
consideration of this legislation we should like to invite attention to 
the fact that the grandfather provision in the bill would grant perma- 
nent rights to each of the four carriers certificated to serve every point 
presently named in their temporary certificates without regard to 
whether they are currently serving such points. Perhaps the com- 
mittee would wish to explore the possibility of patterning the bill after 
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section 401 (e) of the Civil Aeronautics Act of 1938 which afforded 
grandfather rights of permanent certificates only with respect to 
points which were continuously served prior to the effective date of 
agren crater clause. 

e Board recognizes that there are some benefits to be derived from 
permanent certification. However, on balance it is our opinion that 
the countervailing considerations which we have previously discussed 
outweigh these potential benefits. 

For the committee’s information, I am submitting a table showing, 
for the carriers involved, dates of original authorization, period of 
operations, points served, and a comparison of financial and traffic 
statistics for the first year and the most recent year of operations. 

(The table referred to follows :) 
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Mr. FrrzGrrarp. The Bureau of the Budget has advised that there 
is no objection to the submission of the foregoing statement. 

Senator Monroney. Thank you very much, Mr. FitzGerald. 

Could you give us the benefit of the vote on submitting this report 
by the CAB? We invited the Chairman and members of the Board 
to be here; since they are not here to testify I think it would be help- 
ful if you would say 1f it was a unanimous vote of the Civil Aeronautics 
Board upon which the adverse recommendation is being made. 

Mr. FrrzGrravp. Mr. Chairman, it was a unanimous vote. It was 
approved by notation. 

Senator Monroney. As I understand it, I believe the Poard also 
opposed the feeder airline bill; did it not? 

Mr. FrrzGrrawp. It did. 

Senator Monroney. And has consistently, I believe, in previous 
hearings, opposed the feeder airline bill at the time it was considered 
by the Congress; I mean before it was finally passed. 

Mr. FrrzGrratp. The Board opposed the feeder certification and 
following congressional determination to grant permanent. certifica- 
tion to that group of carriers it then approved or recommended ap- 
proval of the permanent certification of Alaskan carriers. 

Senator Monroney. The principal objection to the feeder lines, I 
believe, was the fact that this was a subsidy operation and that the 
subsidies would be too expensive to the Government to carry. Is that 
not correct ? 

Mr. FrrzGrratp. My understanding of the basic reason which led 
to the majority opinion on that matter was that because of the subsidy 
implications the experimental character of the certificates should not 
be terminated and placed on a permanent basis. I believe that the 
Board stated and clearly considered, I know many times, that the car- 
riers themselves were a permanent part of the carrier structure of the 
United States. The problem lay in the point at which the exact layout 
of routes and so forth ceased to be a matter of experiment and became 
permanent in terms of being treated the same as the other routes. 

Senator Monroney. Throughout their testimony I recall mention 
of the terrible drain that the subsidy would put upon the Government. 
Now, in this bill is there any subsidy provided whatsoever ? 

Mr. FrtzGeratp. There is none. 

Senator Monronry. There is not a penny of subsidy, is there / 

Mr. FirzGerap. No, sir. 

Senator Monroney. And any allegation to the contrary in reports 
and otherwise is complete misinformation ? 

Mr. FrrzGrravp. That is correct. There is no implication of sub- 
sidy at all in the problem here and I might amplify what I have said 
in my statement in this respect. 

The Board last year completed two renewal cases dealing with the 
all-cargo carriers. Since the completion of those cases very little 
direct evidence has become available to the Board. Also the Board 
actually has a case pending dealing with one phase of the certificates 
which will be handled very shortly. So that under the circumstances 
the Board is in the position of advising the Congress that it does not 
have substantial evidence at this time 1 upon which it could logically 
alter the position taken in the cases last year. That is the reason why 
the Board has not said here that it is opposed to the grant for perma- 
nent certification, it has said that it cannot endorse it 
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Senator Monroney (interposing). In other words, they are not in 
opposition to it? 

Mr. FirzGrrap. No, sir. 

Senator Monroney. Just withholding their support from it? 

Mr. FrrzGrraup. As I say, I believe that the Beard, having been 
through the case just a year ago and without substantial new evidence 
is not in a position to reverse, in effect, what it did decide last year. 

Senator Monroney. Of course, it did not have before it permanent 
certification and they could probably have given that if they wished, 
couldn’t they ? 

Mr. FirzGeratp. It was in the case, sir. 

Senator Monroney. But they have never, as I recall, given per- 
manent certification unless Congress first acted in these matters. I 
think the original trunklines were given permanent certification by 
the grandfather clause and that the feeder lines and the Territorial 
lines were certified permanently by congressional action, and each 
time the Board liked the temporary certification. Of course, they 
could make no mistakes because they can always come back in 4 or 5 
years and doublecheck their action in issuing temporary certificates. 

I do not recall any that were canceled out, can you? I mean, if the 
company was still financially able to go on with its operation. 

Mr. FirzGrratp. No, I think as a practical matter any successful 
operation—I am sure that no nigteeekdl operation has ever been ter- 
minated by the Board. I think that the record will clearly show that. 

We were, however, created contemporaneously in 1938 with the 
trunkline carriers, so that was not a matter in which the Board had 
any determination. 

Senator Monroney. I did not get that statement. 

Mr. FirzGerap. I said that the Board was created in 1938 by the 
Civil Aeronautics Act. 

Senator Monroney. And that transferred at that time grandfather 
rights to permanent certification ? 

Mr. FrrzGrrarp. So that was not a Board problem. 

Senator Monroney. In this 6 years, from the Board’s standpoint, 
they do not have to make another decision until it comes up in 6 
years, but you are well aware of the cost of these temporary extensions 
to the life of a growing business; are you not? The difficulty in buying 
equipment that sometimes today costs in the neighborhood of 2 to 3 
million dollars and maybe more, to be financed on a life span that is 5 
or 6 years and goes down with each succeeding year of operation ? 

Mr. FrrzGrravp. That is correct, sir. There are many facets of 
permanent certification which are of advantage and it is a problem 
how its advantages and disadvantages are weighed. I would say that 
the problems of being temporary also can be weighed in light of cer- 
tain intangible benefits on the other side. 

For example, in the renewal case last year the Board made very 
extensive alterations and sought to strengthen these carriers very 
materially and did many things which we believe have strengthened it. 

Now, if they had had permanent certification from the beginning 
the possibility of getting such a broad scale review and being strength- 
ened would have been considerably diminished, so that there is a bal- 
ancing of equity considerations which is involved. 

Senator Monroney. But now that these routes have been straight- 
ened out and they have been clarified, they are highly successful and 
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highly pleasing to the operators and the results of your own statement 

here show that the volume is picking up. Is there any need now for 

considering, as one of the arguments against permanent certification, 

that we have got to wait until such time as the route structures are 

—” perfect and there can be no additions or subtractions from 
m 

Mr. FrrzGeratp. I think—— 

Senator Monroney (interposing). You will still have authority to 
modify the route structures, would you not, under any legislation that 
would be passed ? 

Mr. FrrzGeratp. When the Board considered it last year it came 
to the conclusion that it was not convinced that it had accomplished 
all the things that were needed to place this industry on the soundest 
basis for the rapid development of air cargo. I could read the lan- 
guage from the opinion on that if you would like to hear it, sir. 

Senator Monroney. I did not understand you. 

Mr. FirzGurawp. I say I have the language here. 

Senator Monroney. May we hear it? 

Mr. FrrzGrraxp. It is on page 17 of the Board’s opinion in docket 
No. 4770, the Air Freight Certificate Renewal case, and this was 
decided March 12, 1956. [Reading :] 


the examiner recommended that the Tiger and Slick certificates should be effec- 
tive for a 7-year period. Tiger objects to the 7-year renewal period and requests 
a permanent certificate or, at the least, a 10-year grant. It argues that freight 
carriers should be given the same opportunity to obtain the more favorable 10- 
year term financing for equipment purchases that is available to other carriers. 
Many of the intervening carriers contend the renewal period should be no longer 
than 5 years, and we agree. 

In view of Slick and Tiger’s past unprofitable cargo operations, and the many 
undeveloped aspects of their cargo routes, we are of the opinion that a shorter 
renewal period is advisable. There is evidence in the record indicated that 
Slick and Tiger were able previously to obtain appropriate financing. There is 
no reason to assume that a further 5-year grant will not permit similar financing 
arrangements. In conformity with our prior practice in air freight cases, we 
will renew Slick and Tiger’s authority to transport property for the usual 5- 
year period. With respect to the duration of the mail authority, we believe 
that a temporary period of 1 year is appropriate. As noted, the carriage of air- 
mail, in our judgment, encompasses a suitable experimental area for unsub- 
sidized freight carriers to generate additional revenue support and, at the same 
time, satisfy the needs of the postal service. Admittedly, however, we are 
pioneering in a new and untried field in authorizing freight carriers to partici- 
pate in the movement of mail by air on a nonsubsidy basis. Thus, it is deemed 
proper to authorize the mail service on an experimental basis limited in dura- 
tion. A 1-year trial period, we feel, should be adequate to test the soundness 
and value of the experiment. A 1-year mail grant will not penalize the freight 
carriers since their primary service responsibility is to develop freight and the 
supplementary mail service will entail no additional investment by them. We 
will, therefore, authorize Riddle, AAXICO, Tiger, and Slick to carry mail on 
a nonsubsidy basis for a temporary period of 1 year. 


Senator Monronry. They have been doing that about a year and 
it a been highly successful to the Post Office Department, has it 
not 

Mr. FrrzGeravp. I cannot. answer that question because I do not 
know. I assume it has been, sir. 

Senator Monroney. I mean they are recommending the continuation 
of it? 

Mr, FrrzGrravp. I know an application for renewal has been filed. 
The Postmaster General has given us notice to intervene as a party in 
interest but so far has not stated his position. 
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Senator Monronry. This bill that is before us does not require 
the Post Office Department to use this service, does it? It is only as 
they find it expedient and proper to use it provided, however, the bill 
says, that authority to engage in the transportation of mail pursuant 
of certificate of unlimited duration granted hereunder shall be limited 
to the carriage of mail on a nonsubsidy basis with compensation re- 
stricted to a service rate. ; 

It does not direct the Post Office Department to utilize the services, 
but only makes the carriers eligible to transport mail if the offer is 
made, does it not ? 

Mr. FrrzGrraip, That is correct, sir; but under the circumstances, 
you can see, that the Board, having set up that experiment a year ago 
and being about to review it, could hardly be in position to say con- 
clusively one way or another that it is a successful experiment or nof, 
and what should be done. 

Senator Monronry. It is only successful so far as the Post Office 
Department desires to use a nonsubsidized carriage of mail most of 
which is first-class mail that does not come off of the regular airmail 
lines, but comes off of the railroads and other competitive services. — 

Mr. FrrzGerrarp. I think the Board stated in its opinion that it 
did not believe that the problem of diversion with respect to airmail 
Was a serious problein. 

Senator Monroney. You mean the diversion from the regular sched- 
uled airlines ? 

Mr. FrrzGrravp. In reaching its decision to grant this it arrived at 
that conclusion, it is so stated in the opinion. 

Senator Monroney. And this is a supplemental service more or 
less ? 

Mr. FrrzGrratp. Yes, sir. 

Senator Monroney. In other words, if the hours of departure of the 
cargo lines are better, since they leave at the close of a business day 
and have full capacity to carry mail, it has implemented and supple- 
mented the service rendered by the scheduled airlines who will still 
carry a great volume of the airmail, has it not? Is it the competition 
with the regular airlines that is feared, that this might establish a 
secondary air system or something that causes the danger of permanent 
certification at this time? 

Mr. FrrzGeravp. No, sir; as a matter of fact, I do not believe— 
well, the Board has not focused on the question in that form. The 
most it has done is that it set up the experiment, it decided to give these 
carriers the right to carry mail a year, and that decision is now up for 
review. That is really the limit of their position. 

Senator Monronry. The mail is just.a very small facet of this whole 
picture, it is air cargo we are talking about and that is not an experi- 
ment, that has been going on since 1946 with the two major ones, Slick 
and Tiger were given temporary certificates ? 

Mr. FrrzGrravp. Yes, sir; the mail is not a major factor of the 
operation. 

Senator Monroney. It is a small amount of air cargo business, a nice 
amount, to have that extra load, but the experimental period of 10 
years, it would seem to me, on air freight has passed. I do not know 

ow much longer you have to fly the cargo to get out of the experi- 
mental stage. 
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Mr. FrrzGrratp. The Board’s decision last year made very extensive 
modifications in the form of certification and it was done solely with 
the thought of strengthening these carriers. In deciding to renew on a 
Pajt apa basis the Board also believed that the problems were not 
finally resolved and therefore put it on a temporary basis. 

Senator Monroney. Well, did not the Board when they went into 
this modification of the route structures pretty much follow what 10 
rae of flying had developed in the way of airfreight centers, what 

ad been the result of the practice of flying these routes and where it 
was profitable to use air to transport property; that then they con- 
centrated on that which the carriers themselves had largely developed, 
particularly with the east-west lines, the other two having succeeded 
other operators who had not been too financially successful in the busi- 
ness ¢ 

Mr. FirzGerarp. Well, the east-west operators, of course, had in 
a sense a basic continuation of the pattern of service which they had 
performed before with certain modifications as to the type of au- 
thorization and the points served, and so forth. 

Trying to put it simply, the biggest dilemma in the entire air- 
mir picture is this, if we lower the airfreight rates to a point which 
would accomplish a rapid development of airfreight we would not 
have a rate structure which would provide a sound system for the 
carriers themselves and they would not be profitable. If, on the other 
hand, we keep the rates up to the point where they are completely 
profitable for the carriers the rate of development is not great. The 
Board in recognition of this fact has tried to improve the route struc- 
ture of these carriers in such a way as to make them the most profitable, 
but we are not sure yet that that has been accomplished. If it has 
been accomplished, obviously we have done everything that can be 
done to place the carriers on a sound permanent certification basis. 

Senator Monroney. Wouldn't they be on a sounder basis if they 
knew they were going to live more than 5 years and the pilots, the 

round crews, the contracts which must be made with ground serv- 
ice facilities, such as sometimes joint contracts with trucklines, could 
be more than on a year-to-year basis, depending on the wisdom or de- 
cision of the CAB to extend it? 

In other words, shouldn’t we reach a point at some time and say, 
“Airfreight is here to stay and we are going to try to put a stable 
foundation under it”? 

Mr. FrrzGeravp. I am sure that if that is shown in the renewal 
case that would undoubtedly be the result of the case. 

I would like, if I may, to read what the Board said about airfreight 
development because I think it is rather significant in this context. 

This is at page 9 of the opinion [reading] : 

We are convinced, as was the examiner, that these carriers are performing 


a useful public service and that their services are required to exploit our vast 
untapped caro potential in the interest of our commercial needs, and, to develop 
an adequate air cargo industry responsive to the needs of our national defense. 
Since freight carriers thus represent an important segment in our integrated air 
transportation system, we would be derelict in our duty if we did not give them 
as much aid and encouragement for economic survival as we can within the 
framework of the act. 


Senator Smaruers. Mr. Chairman, may I ask a question on that? 
Senator Monroney. Certainly. 
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Senator Smaruers. Mr. FitzGerald, as I understand it, you are 

re resenting the Board, you have no objection to this bill; or do you? 
{r. FrrzGrravp. The Board does not object to the bill. 

Senator Smaruers. The board does not object to the bill, in other 
words, but you don’t want to take the position as to whether you are for 
or against it; is that correct ? 

Mr. FrrzGeravp. We have said that we could not endorse it and 
I think I tried to explain our reason in these terms—— 

Senator Smaruers. I just want you to answer my question, are you 
for it or against it or—what is the position of the Board now? 

Mr. FrrzGrratp. We said we could not endorse it at this time. 

Senator Smaruers. You could not endorse it at this time but you 
are saying you are not against it ? 

Mr. FrrzGeraxp. Yes. 

Senator Smatruers And the basis on which you are not endorsing 
it is that in your judgment it is still a little experimental, this matter 
of cargo. 

Do you have any idea as to how much additional time you would need 
before you would determine that it was no longer an experiment? 

Mr. FrrzGeravp. The case would not come up until 1961, sir. 

Senator Smatruers. Well, that is not what I asked you. I want to 
know how much more time do you think you need to determine whether 
or not this carrying of cargo is an experiment ? 

Mr. FrrzGrravp. The reason I answered in terms of the renewal 
ens is that it might be until the renewal comes up before the 

oard would be in a position to get a full-scale review of the problem. 

Senator Smatuers. In other words, you believe that a full-scale re- 
view could not be held insofar as making these certificates permanent 
until they come up again, until the renewal comes up? 

Mr. FirzGeracp. It could be done, but it would probably be un- 
likely, sir, in view of the loaded dockets of the Board. 

Senator Smatuers. You mentioned here that the Board is a little 
disappointed in the revenue of these air carriers. I notice here on the 
summary provided by you that, from 1950 to 1956, Slick’s net worth, 
for example, increased from 413—I presume that is $413,000; is that 
correct ? 

Mr. FrrzGerarp. Yes. 

Senator Smaruers. $413,000 to $5,198,000. What percent of im- 
crease is that? 

Mr. FrrzGeratp. That would be more than 1,000 percent increase. 

Senator Smatuers. That is about 1,000 percent increase in the space 
of 6 years. 

Now, do you not think that is a rather sizable increase, do you not 
think that indicates there must be some pretty good business ? 

Mr. FrrzGerraxp. It certainly does. I think—— 

Senator Smarners. All right, now, let us look at Flying Tigers. 
You have 6 years there, they have jumped from apparently a worth 
of $2,286,000 to $10 million. Now, that is a pretty good percent in- 
crease, is it not, in the space of 6 years ? 

Mr. FrrzGeratp. It is a very good increase. 

Senator Smaruers. You don’t know of any other airline that has 
been able to increase its net worth, I mean any of the presently certi- 
ficated airlines that increased its worth by that percentage, do you? 
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Mr. FrrzGerap. No, sir. 

Senator Smaruers. Now, you look at Riddle and you see that they 
have jumped in the space of 4 years, from a net worth of $77,000 to 
$9,408,000. Now, that is about a 9,000 percent increase, is it not? 

Mr. FrrzGerap. Yes, it is. 

Senator Smaruers. So, you don’t know of any airline that has 
shown that percentage of an increase, any certificated line, do you? 

Mr. FrrzGerawp. 1 am sure there are none. 

Senator Smaruers. So then, when you state that the Board has been 
somewhat disappointed in the revenue which has resulted from the 
cargo carriers’ business it is not borne out by the statistics supplied 
by the Board. Would you not agree with that statement ? 

Mr. FrrzGrrarp. Well, sir, the figures that you quoted needed some 
qualification in terms of whether they refleet—— 

Senator Smaruers. These are your figures, these are not the figures 
of the airlines themselves ? 

Mr. FrrzGrravp. These are our figures, but they show what is the 
net worth of the operations at two different points in time. 

For example, Fiying Tigers, the bulk of its operation is not in the 
cargo field today. I am also sure that in the case of Riddle their 
ability to achieve significant refinancing in recent times is also prob- 
ably a larger contributing factor than the profitability of the cargo 
operation itself. 

Senator Smaruers. We can take your figures on total revenue, first 
year of operation and most recent year of operation. For a 6-year 
period you see that it has jumped from $5,765,000 for the first year, 
talking about Slick now, to the last year, 1956, of $17 million. That 
is about a 314 times increase, which is a pretty good increase; would 
you not agree / 

Mr. FrrzGeravp. It isa good increase, sir. 

Senator SmaruHers. And that is reflected all the way across in look- 
ing at all of these airlines. Of course, we don’t have the figures on 
AAXICO, but you would agree that there is every indication that this 
is a permanent business, would you not, this matter of carrying cargo. 

Mr. FrrzGrraw. Yes, sir; that is the Board’s clear statement. 

Senator Smatuers. That is the Board’s view and if it is a permanent 
business, then there is no reason why we shouldn’t take a permanent 
view with respect to it; is there ? 

Mr. FrrzGrratp. The position of the Board has been on this 
that 

Senator Smarners. I know what the position of the Board is, but 
what I am trying to get, Mr. FitzGerald, is what is your own view- 
point on it. — If it is a permanent business then should we not treat 
it in a permanent fashion ? 

Mr. FrrzGrrartp. The Board decision recognizes the importance and 
significance of the airfreight carriers in the picture and the need for 
them. It is only in terms of whether or not it is better in the overall 
development and the rapid development of airfreight that we should 
have one more look at the basic pattern of certification. 

Senator Smatuers. In other words, it is the Board’s position they 
can help these airlines most by not giving them a permanent certificate 
at this time ? 

Mr. FrrzGrrarp. That is correct. 





DOMESTIC ALL-CARGO AIR CARRIERS 13 


Senator Smaruers. But if the airlines take the position that they 
can be helped most, and you would agree that they have some informa- 
tion with respect to the best way to help themselves, would you not? 

Mr. FrrzGrra. Yes, sir. 

Senator Smaruers. And if they take the position that the best way 
they could be helped is by giving them a permanent certificate, then 
would you not agree that this Congress should give some consideration 
to what their view is as to how they can best be helped ? 

Mr. FrirzGeratp. Yes, sir; 1 think that this is a kind of problem 
where the area of decision very often is a narrow one. 

Senator SmaruHers. Now, if the Congress should go so far as to pass 
this legislation, and I am one that hopes that they will, the Board 
will still have jurisdiction, will it not, over these airlines with respect 
to surveillance and the proper operation under their certificates and 
things of that nature / 

Mr. FrrzGeraxp. Yes, sir. 

Senator Smatuers. In other words, this actually does not in any 
fashion take these airlines out from under the supervision of the 
CAB? 

Mr. FrrzGeraup. No; it does not. 

Senator SmarHers. You would agree, would you not, I don’t know 
what your financial experience has been, but I know you have been 
with the CAB a long time and I know you always do a very effective 
job for them, so you, of course, in your work have come across the 
fact that it is more easy to finance the purchase of new airplanes and 
things when you have a permanent certificate than it is when that cer- 
tificate might be taken away from you. You appreciate the fact; do 
you not ¢ 

Mr. FrrzGrraxp. I do; I believe that it has a bearing on it. 

Senator Smaruers. And you thereby would agree that these airlines 
could get better equipment and could make longer term commit- 
ments if they have a permanent certificate than they can if they are 
still limited to this temporary certificate, you would agree with that; 
would you not? 

Mr. FrrzGerap. Yes. 

Senator Smaruers. In other words, then, it just comes down to the 
fact that you people think you might be able to help them a little more 
under this present nonpermanent basis because you could change 
their route structure more frequently; is that what you are saying? 

Mr. FrrzGeratp. What we do is have before us a comprehensive 
review of the whole problem. 

Senator Smaruers. Well, is it not a fact that you can review this 
problem anyway, even if they are permanently certificated ¢ 

Mr. FrrzGeratp. We can, but I think as a practical matter, once the 
‘arriers are permanently certificated and are not subsidized, it will be 
difficult to get a broad scale review of the entire industry. 

Senator Smatuers. But any time these carriers got together and 
made an application to the Board with respect to route structures and 
rates and things of that nature and the Board in its usual expeditious 
fashion would give them a hearing, would it not, and consider this 
whole matter upon which they have made an application? 

Mr. FrrzGeratp. That is correct, sir. 

Senator Smatruers. That is all I have to ask, Mr. Chairman. 
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Senator Scnorrren. Mr. Chairman, I would like to ask a question. 

Senator Monroney. Yes, sir. 

Senator Scuorrret. On page 4, Mr. FitzGerald, in the middle of that 
first paragraph where you say [reading]: 

In addition there has not been enough experience in this area to evolve a stable 
route pattern or to enable the Board to make a final determination as’ to'the type 
of certificate which will be best adapted to the requirements of this class of 
service. 

What, in your judgment, would you consider would have to be 
shown there by way of experience to alter the view that you do not 
now have before you or in the bosom of the Board? 

Mr. FrrzGrravp. Well, I believe that in reviewing the problem at 
the time of the last renewal decision, the case was held in 1954:and 
the decision came out in 1955, that the Board, after examining into 
the entire route structure and type of operations of the carriers, felt 
that while it could make certain substantial modifications which it 
hoped would considerably strengthen these carriers, it was not con- 
vinced that it had achieved a pattern which was going to allow these 
carriers to achieve significantly lower costs and thereby lead to a 
very rapid development in airfreight. 

It may be, as I tried to indicate previously, that the changes we have 
made are the best changes that can be made and that further review 
will not actually result in major modifications. 

Our difficulty is we cannot come to that conclusion for a certainty, 
we are not sure. We just know that the all-cargo carrier experiment 
has not proceeded as rapidly as we would wish. 

Senator Scnorprei. Now, in what respect, dollarwise, servicewise 

Mr. FrrzGrraip. Total volume of service, sir. We believe that the 
all-cargo market in the United States for air has barely been tapped, 
and in starting the experiment we were hopeful that we would be able 
to achieve a very rapid expansion of air cargo in the United States. 

Senator Scnorrret. Would you not concede and would you not 
agree with me that people who put money into these types of opera- 
tions, buy the equipment, who map the routes, who do the spade work, 
to break in the competitive way, to get their share as they view it into 
the competitive enterprise system of that type of cargo; do you not 
think that they themselves would be pressing all the time to better 
their service, to enlarge their service and enlarge their volume? 
Would they not be the ones logically, the stockholders and the board 
of directors who have got their money invested in this thing ? 

Mr. FirzGeratp. Yes; we think we have very aggressive manage- 
ment in our present all-cargo carriers, we think they are good carriers. 

Senator Scnorrret. Then when we come down to the proposition 
when you say the Board is not fully satisfied yet, there hasn’t been a 
sufficient pattern developing, is it because of the route structures or 
the service to the respective points in the areas, or are you anticipating 
a shift in the volume of traffic that you would like to encompass in an 
enlargement of their structure in the way of a mandatory certificate 
of service, or what do you have in mind ? 

Mr. FrrzGeraup. We don’t feel that we have resolved that question 
yet but that we can through the certificate procedure lay out the best 
basis for an all-cargo carrier system. 
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Senator Scnorpren. I can see some justification in your last para- 

graph of page 4 where you do point out that if the committee would 
report favorably on this measure that there should be some exploration 
of the possibility of patterning the bill after 401 (e) of the Civil 
Aeronautics Act and then you also point out in the first part you 
would like to invite attention to the fact the grandfather provision of 
this bill would grant permanent rights to each of the four carriers 
certificated to serve every point presently named in the temporary cer- 
tificates without regard to whether they are currently serving such 
yoints. 
I think in the wisdom of the Board in their precautionary proposi- 
tion no one would like to tie up a great certificated area with a num- 
ber of points they were not going to serve. That is a matter that you 
could either fish or cut bait on. 

I think there is some justification in pointing that out, that is a 
thing we should take into consideration. 

Do you consider that an insurmountable proposition ? 

Mr. FrrzGeratp. No, sir; that can be done in exactly the same form 
that was incorporated in the original language of section 401 (e) of the 
1938 act. 

Senator Scnorrret. That is what I was driving at. I anticipated 
that that would fall into that type of an approach. 

Mr. FrrzGerarp. Yes. 

Senator ScHoerre. I believe that is all the questions. 

Senator Monroney. Is it not a fact, though, that of the 2 older car- 
riers that Slick has only 4 points on its entire system that are not 
now presently being served and Flying Tiger has only 1 such point? 

Mr. FrrzGeravp. That is correct. 

Senator Monroney. So, aside from the newer ones that have just 
been certificated in the last certifications you have a pretty full com- 
pliance now, and if they do not serve these over a period of time I think 
the rights to serve should revert. But the development of air cargo 
is different from the development of air passenger service. There is 
a need and an immediate desire for passenger service to get some place 
in a hurry but with your airfreight service—might I ask you, does 
not that have to be stimulated, developed, and sold to the traveling 
public? 

Mr. FrrzGeraxp. It does. 

Senator Monroney. In other words, it is a new theory in the move- 
ment of goods and property. You have the glamour of flying an.indi- 
vidual, “I have just gotten off an airliner.” That has a different 
appeal than a day-to-day carriage of cargo with the necessity for the 
carrier to tediously build it up and prove by examples that it is profit- 
able to use ? 

Mr. FirzGreratp. The management of these carriers are very ac- 
tively engaged in all types of experimentation to stimulate the move- 
ment of cargo. From our standpoint the question we always have, and 
I think it is partly the limitation of the fact that we are sitting as a 
Board, not actually involved in management, we cannot tell when 
some of the problems are problems which will be solved by manage- 
ment ingenuity and when they are problems that may have to be re- 
solved through certificate action by the Board. 

Senator Monroney. Well, as a matter of fact, on this matter of 
talking about the route structure you can change that, and do. You 
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have changed the route structure of almost every one of the feeder 
airlines; have you not? They have been given additional territory, 
dropped some, even though they were permanently certificated; is 
that not correct ? 

Mr. FrrzGerarp. Yes; that is correct. 

Senator Monronry. And your trunklines the same way, they are 
given a certain flexibility. There are always some coming on and 
some going off of the trunkline service. So, you do not set this in 
concrete when they are given their route structure. The fact of the 
matter is it could be changed almost as easily under a permanent cer- 
tification as under a temporary one. 

Mr. FrrzGrratp. As a matter of law. I think the problem here is 
a practical one. I still believe we would not have had a comprehensive 
review of the all-cargo problem as quickly and the very healthy and 
substantial modifications that were made last year if the carriers had 
had permanent certifications prior to that time, the reason being that 
because of the temporary nature of the certificates the problem is auto- 
matically given priority on the Board’s calendar. It has to come for- 
ward and it also has to be a broad-scale review of the industry. 

Under those circumstances the entire focus is on the accomplish- 
ment of something which will resolve any inherent problems in the 
case. Once a carrier is on a nonsubsidized basis and ceases to have a 
temporary certificate, there is no such compelling urgency and we 
might find that the circumstances would be such that we would not fee! 
compelled to advance it over other cases, and so on. There might be 
no tremendous urgency which would give it priority and in such a sit- 
uation the particular case would come up in turn before the Board. 
That is obviously an intangible thing, but I think it is a very impor- 
tant aspect of problems of this kind. 

The local service carrier cases are different. They are still on sub- 
sidy and, due to the need for the Board to give priority to the mone- 
tary problems involved, they are automatically assured a certain type 
of priority. The all-cargo carriers being on a nonsubsidized basis they 
would not have the same position. 

Senator Monroney. You could grant priority. Chances are if no- 
body else is serving that area they want to pick up another stop and 
want to abandon one, the Board would not have very much need for a 
hearing. It is their own money, their own service, they get nothing 
from the Government except that the right to fly into those areas. 

Mr. FrrzGerap. I think I should point out, too, that the Board is 
very much interested in the all-cargo experiment and—— 

Senator Monroney. Would you speak up a little, the people in the 
back of the room are not able to hear you. 

Mr. FirzGeratp. I am sorry. The Board is very much interested 
in the all-cargo experiment as it has indicated in its opinions, and I 
am sure that the Board will at all times do everything within its power 
to further strengthen these carriers and stimulate the more rapid de- 
velopment of airfreight in this country. 

Senator Monronry. Would you say that temporary or permanent 
certification would help these cargo lines? You say the Board is very 
anxious to help, in the financing of their companies. 

Mr. FrrzGerrap. I am sure that there are certain advantages in the 
financing field from having permanent certification. 
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Senator Monroney. Would you say that there are any advantages 
in permanent certification in building up the personnel to put across 
this huge job which you say has been somewhat disappointing in this 
experiment, to get out and rustle up freight and build up the freight 
contacts ¢ 

Mr. FrrzGeravp. I do not know. The only basis I can speak au- 
thoritatively on is the basis of our record and as I recall it did not ap- 
= from the record in the last renewal case that that was a substantial 

actor. 

Senator Monroney. The people just liked to work for a temporar 
certificated airline rather than for those that are permanently certified. 

Mr. FrrzGeratp. Well, I do not believe that there has ever been 
much question in anybody’s mind about the continuation of these 
carriers. The temporary nature of the certificate was not in the frame- 
work of a determination to hold open the question of their continued 
existence. 

Senator Monroney. Well, then, if it is not a temporary nature, then 
why does the Board fail to go along? You say you do not disapprove 
adversely on this but the burden of most of your statement is that it 
would be a bad thing to give permanent certification at this time. Why 
does not the Board recognize that it has a duty of carrying out the 
development of all phases of civil aviation which is what the Civil 
Aeronautics Act says is the job of the Board, to find ways of helping; 
and certainly one of the best ways I know to help anyone is in the 
personnel of the company, which you testified was good at this time, 
and to drum up this freight load, to get your freight contacts, to take 
freight off of surface transportation in proving you can move it faster 
and, all phases considered, cheaper by air, so that it seemed to me that 
would be a very important point in permanent certification, permanent 
life. I know it was a big argument in the feeder airline cases. 

Mr. FirzGerarp. Well, sir, the Board is also, among its various 
functions, given the responsibility for experimenting and attempting 
to develop new things. 

Now, the Board in the past has taken the view that an essential facet 
of the experimental approach is the use of temporary certificates and 
the problem in the Board’s view is when an experiment should be 
terminated and the certificate placed on a permanent basis. I think 
that is the problem that is presented here. 

Senator Monroney. You had that for quite a while, I think back 
in 1949 when they began their major operations. This is 1957; you 
have had 8 years now and you have got another 5. That is 13 years 
of experimentation and if we go along on this attitude that we do not 
need to give permanent certification now, it would seem to me that 
within short of a 13-year period that people risking their own money, 
trying to build something in the nature of a new service, would be 
entitled to some encouragement by Government that would lead to a 
degree of permanence in buying equipment, in making long-term con- 
tracts with ground transportation to deliver the freight to the airport, 


and then maybe to dispense it after it arrives at the other airport of 
destination. All these things are big business. No railroad in the 
country would like to say we are going to operate on a 5- or 6-year life 
term. I do not think any of the trunklines would like to be on that 
kind of a thing. You cannot buy your equipment, you cannot make 
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our plans, and yet, the CAB seems to have nothing better than to say, 
“We would like to go experimenting for another 5 years.” 

Mr, FirzGzravp. No, sir; we reached a decision to put them on an 
experimental basis last year and we do not have a review or evidence 
before us on which to make an affirmative reversal of that position. 

Senator ScHorrrer. You do not anticipate any reversal of that 
policy on the temporary type now ? 

Mr. FrrzGerratp. You mean immediately or when the next renewal 
comes up ? 

Senator ScHorrren. Yes, that you know about. 

Mr. FrrzGrratp. At the moment the problem comes before the 
Board that automatically will become an issue in the case whether 
it should not then be a permanent certificate. 

Senator ScHorrre,. But you do not anticipate from these experi- 
ments now that you have some of them on shaky ground. For in- 
stance, let us take Flying Tigers and let us take Slick. There is 
nothing in your periodic checkups or your reports that put you as a 
Board official in a position where you say it is an alarming situation 
that ought to go a little bit more on a temporary basis, do you? Is 
there anything showing up on the horizon that would indicate that ? 

Mr. FrrzGrrarp. On the contrary. 

Senator Scnorrrer. On the contrary it looks like a stable growth. 

Mr. FrrzGrraup. As a matter of fact, it looks as though in the past 
18 months this industry has finally started to achieve the solidity that 
we had hoped for. I do not want to leave any impression that the 
Board regards these carriers as shaky at all. I think when we tried 
our case in 1954 that they were, at least some of them, in a shaky posi- 
tion. As a matter of fact, United States Airlines had gone out of 
business and we were in the process of dividing its routes up and put- 
ting two new carriers in. Gince that time, and I do not think it is 
entirely due to what the Board has done in the case, although I like 
to think that the Board’s action has materially assisted these carriers, 
but since that time they have moved ahead very, very well, indeed. 

Senator Scnorrret. I think the Board has been constructive on a 
lot of these things, but we do come to a point, just for instance, the 
Congress and the Members of Congress interested in these areas served 
and in the matter of public interest that is manifested in some of these 
areas, where there is a growing desire for some type of legislation to 
permanentize them when the facts and the circumstances justify. 
That is what brings these types of bills before us. 

Let me ask you one other question. 

Is it more laborious for the Board in all their administrative pro- 
cedures to handle a temporary proposition as against a permanent, or 
vice versa? Is it not easier to handle a permanent proposition than 
it would be a temporary ? 

Mr. FrrzGrratp. Yes, sir; it is. If permanent certification is 

ranted I think that the practical result will be that the time of the 
Board devoted to the processing of cases involving all-cargo carriers 
will probably be lessened. 

Senator Scuorpret. That is all I have. 

Senator Monroney. Thank you, Mr. FitzGerald. We will excuse 
you for the time being. We want to get to some of these other wit- 


nesses. 
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Mr. Sayen is the president of the Air Line Pilots Association. Are 
you committed to leave at noon? We would like to hear you now so 
you may be excused. If you would come forward please. 

We are pleased to have you here, and we would like to have your 
reaction to this legislation. 

Mr. Sayren. I greatly appreciate the courtesy of the committee to 
let us come in here early in view of our schedules, and I want to 
apologize because the printed statements, I am afraid, are in Chicago 
and will have to come tomorrow. 

Senator Monroney. Did you check them with your airline baggage? 

| Laughter. | 

Mr. Sayen. In the interest of neutrality I had better not answer that 
question. 


STATEMENT OF CLARENCE N. SAYEN, PRESIDENT, AIR LINE 
PILOTS ASSOCIATION; PRESIDENT, INTERNATIONAL FEDERA- 
TION OF AIR LINE PILOT ASSOCIATIONS 


Mr. Sayren. My name is Clarence N. Sayen. I am president of the 
Air Line Pilots Association and the International Federation of Air 
Line Pilot Associations. We are very appreciative of the opportunity 
to appear before you today in support of S. 1474, legislation which 
would provide permanent certification for all-cargo air carriers. 

The Air Line Pilots Association is an association of the professional 
airline pilots of the scheduled United States air carriers. At present 
it has a membership of over 15,000 active and inactive members em- 
ployed by 50 airlines. 

The association represents airline pilots in all aspects of their pro- 
fessional life. It is their bargaining agent under the Railway Labor 
Act, maintains an extensive air safety organization in 145 councils 
scattered throughout the United States and a number of foreign coun- 
tries, and is spokesman for the airline pilot in his relationship with 
municipal, State, Federal and international organizations. With spe- 
cific reference to the all-cargo carriers, the association represents all 
of the pilots of the temporarily certificated all-cargo carriers. These 
individuals, along with stockholders, management, and other em- 
ployees, have invested their professional future in the carriers which 
will be affected by this proposed legislation. 

The International Federation of Air Line Pilots Associations is a 
federation of pilots representing organizations of 25 countries and 
represents the professional pilots of practically all civil aviation in the 
world outside the Iron Curtain countries. 

By way of personal background, I hold B. A. and M. A. degrees 
in geography and economics. I have been a teacher and an airline 
pilot. Some current activities include membership on the Committee 
on Operating Problems of the National Advisory Committee for Aero- 
nautics; Executive Committee of the National Air Transport Coor- 
dinating Committee; War Air Service Pattern Committee of the De- 
fense Air Transportation Administration; National Aviation Noise 
Reduction Committee; Executive Committee of the Radio Technical 
Commission for Aeronautics; the Chicago Aero Commission ; Industry 
Advisory Committee of the Interdepartmental Aviation Manpower 
Committee; and the 1957 Long Range Planning Committee of the 
Radio Technical Commission for Aeronautics. 
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The Air Line Pilots Association has appeared in previous hearings 
on the granting of permanent certification to local service lines and 
Territorial and Alaskan carriers. In these instances the Congress 
recognized the necessity for giving permanent substance to one of the 
major purposes of the Civil Aeronautics Act which is to encourage 
and develop an air transportation system properly adapted to the 
present and future needs of the foreign and domestic commerce of the 
United States, of the postal service, and of the national defense. 

In our opinion, passage of the proposed legislation is the next logical 
step in the direction previously charted by Congress for placing the 
air transport industry on a firm foundation. The tremendous growth 
of the air transport industry with respect to the certificated passenger 
service is an accomplishment with which all members of this com- 
mittee are thoroughly familiar. However, the potential market for 
air transportation services appears to extend to all products marketed 
by all of our industries. To curtail our activities with respect to the 
development of this important cargo transportation would be to ne- 
gate the objective of an air transportation system properly adapted to 
the needs of the general public. 

The record demonstrates that the granting of temporary certificates 
to these carriers for the purpose of conducting all-cargo operations on 
an experimental basis was a constructive move. At that time, the en- 
tire air transportation industry was emerging from the primary de- 
velopment stage and the need for the cargo service and its possible 
detrimental effect upon the then scheduled air carriers was not clearly 
ascertainable. 

However, at the present time, what was then conjecture now ap- 
pears to be an accomplished fact. The all-cargo carriers have demon- 
strated very clearly that they are a necessary part of the air trans- 
portation industry. From a small beginning in 1945 of an approxi- 
mate 1,600,000 ton-miles of air freight per year, these carriers have 
developed a market where over 290 million ton-miles were flown in 
the year 1956. 

As good as these figures appear to be, it is becoming increasingly 
evident that the need for such transportation is limited only by the 
marketing potential of a significant part of our industry. However, 
in order to accomplish the needed development, it will be necessary 
that the public confidence in air freight be developed and that service 
aproreents and economies in operation be made in order to produce 
reduced rates in competition with other forms of transportation. 

It is very difficult at this time to measure the impact of this flexible 
mode of transportation upon the cost of goods to the ultimate con- 
sumer. As tedianded reviously, the rate structure is an important 
factor. The savings which can result in distribution and warehousing 
cost are factors which are now being recognized. Our Armed Forces 
were one of the first to recognize the savings in this area as is evidenced 
by their increasing utilization of air transportation for much of their 
logistic system. It is readily apparent that as rates become more 
competitive, this same advantage will accrue to the benefit of industry 
in general. 

We have had an opportunity, due to the nature of our association 
with the industry, to participate and observe at first hand the advance- 
ments which the all-cargo carriers have made and to evaluate the 
underlying problems which must be solved if they are to effectively 
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fulfill their potential in our economy. We have reached the conclusion 
that permanent certification of these carriers is essential to their con- 
tinued nS for many reasons. Some of these reasons are 
congruent with those previously expressed in connection with perma- 
nent certification for the local-service carriers. However, inasmuch 
as they are equally applicable in this situation, we wish to address our- 
selves to them: 

1. Permanent certification will relieve these air carriers of the un- 
certainty which constantly surrounds their present existence and every 
decision that they are required to make as to their future. The tem- 
porary nature of the certificates of these carriers has been a skeleton 
in the closet for management and employees alike. It has made it 
difficult and impractical to plan into the future. Permanent certifica- 
tion will help to relieve the uncertainty on the part of investors, man- 
agement, and employees. 

Senator Scuorrret. Mr. Chairman, I would like to ask this gentle- 
man a question here. 

Senator Monroney. Yes. 

Senator Scnoepren. Since the certification of the airlines and the 
services which you have just referred to, have you made a check, and 
have you ascertained to your own satisfaction that it has worked out 
pretty well ? 

Mr. Saren. Yes; I believe that the permanent certification of the 
local-service carriers has brought increased stability, planning for the 
future; equipment plans seem to be shaping up. There are problems, 
of course, of procurement of the satisfactory aircraft for local-service 
operations, but there is a large amount of activity by the local-service 
carriers in this field. Some of them have placed orders for new air- 
craft. There has been a general strengthening—lI believe statistics 
will bear this out—of the local-service industry. 

2. The permanent certification will relieve management of the tedi- 
ous and expensive procedures which are required every few years in 
a omtiliaiaeanare! proceeding. These proceedings consume too much 
of the energy and resources of these small companies. 

I think we have to realize that many of these are small companies 
just starting out in business, and a major proceeding before the CAB 
on a renewal proceeding occupies almost the entire attention of top 
management during the entire renewal proceeding, which is a terrific 
drain on the company both in expense and energy. 

3. It will permit this industry to attract capital which is vital to 
its expansion and growth. One of the great handicaps of this young 
industry has been its inability to attract adequate financing due to 
the temporary nature of its existence. If this industry is to fulfill its 
vital role in our economy, it must expand and grow; it must be ca- 
pable of securing new equipment, and putting into effect modern pro- 
cedures which will enable it to keep pace with the times and its com- 
petitors. 

And we know we are moving into a whole new field of powerplants 
in our aviation, which opens up new opportunities for reduced costs, 
efficiencies of service, decreased inventories, and so on, by companies. 
And, if this segment of the industry is to effectively compete, we are 
going to have to move into these new aircraft developments. 

4. It will reduce employee turnover and encourage capable people 
to invest their future in this business. For example, an airline pilot 
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is considered too old for initial employment by most air carriers after 
age 28. He must, therefore, invest his career with a particular air 
carrier prior to that age and thereafter remain with it. In making this 
important decision, an individual must have some assurance as to the 
future possibilities of the company. The temporary nature of the 
certificates granted these carriers has been a handicap to them in 
attracting and maintaining capable personnel. 

5. The problem of procuring new and more efficient equipment is 
a continuing one with the all-cargo industry. This equipment must 
be ordered from aircraft manufacturers with long lead times. In many 
instances the development of a new aircraft encompasses a period of 
time in excess of the time for which the temporary certificate is ex- 
tended. This of course, places the company in a disadvantageous posi- 
tion with the manufacturers. In addition, it places them at a dis- 
advantage in securing sufficient financing to acquire the aircraft, intro- 
duce them into service, and have a fuure expectation during which they 
may be amortized. 

6. The importance of the development of these carriers with respect 
to the national defense is of great significance to the Nation. 

Now, I know that almost everyone who comes to Congress for appro- 
priations or some other purpose attempts to bring in the national-de- 

nse argument, but I have participated in some ‘of this mobilization 
planning, and these carriers are definitely included and calculated in 
our national-defense reserve and their value can be calculated in terms 
of national-defense appropriations. 

For example, over 600 airline pilots are being maintained, available 
to the national defense in the highest possible state of proficiency, as 
transport pilots. Every one of those pilots is cataloged with the De- 
fense Department for mobilization on 48 hours’ notice. 

Cost calculations made by the Department of Defense over a year 
ago indicate that the approximate cost to train a pilot to the minimum 

roficiency required in order that he may be assigned to a mission is 
in the neighborhood of $120,000. Additionally, in order for a pilot 
to be available to the national defense in accordance with the demands 
of modern warfare, he must be in a constant state of readiness. He 
must be ready to go, be trained, and go now. This can only be achieved 
by the pilot being constantly in service or constantly in training. 

The training is very expensive, whether it be given as part. of a 
Reserve unit or on active duty with the Air Force. The pilots of these 
carriers are being maintained at a high state of proficiency, constantly 
available to the national defense of our country, while, at the same 
time, providing essential air services to the industry of this Nation. 
The value of this contribution to the national interest in terms of 
national-defense dollars alone may be conservatively estimated at 
$72 million in initial training cost if transferred to Defense Depart- 
ment, and over $6 million per year in pilot availability. That is main- 
tenance-cost availability. In addition to the foregoing, we must con- 
sider the value to the national defense of the trained mechanics and 
other highly skilled personnel made available by these carriers, who 
also are in exceedingly short supply. And I wouldn’t be surprised 
if Congress is faced with a request shortly to subsidize training of 
both mechanics and pilots in the national-defense interest. 

It must also be observed that one of the most important require- 
ments for air logistics is the availability of increasingly efficient heavy 
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aireraft which can be made readily available to the Department of 
Defense. The type of aircraft most useful to the Department for 
such purposes Gut be the same type of aircraft which will provide the 
lowest cost, high-volume, commercial airfreight operation. And the 
aircraft of these carriers are immediately available to the national- 
defense needs and are cataloged for national-defense needs. 

Senator Monroney. Did you put a dollar figure on the total value 
of these aircraft and the pilots that you have now trained and are 
ready ? 

My. Sayen. On the pilots, yes; on the aircraft, no. I estimate that 
if these pilots returned back to other endeavors and the Department 
of Defense had to train 600 pilots from scratch, it would cost them a 
minimum of $72 million in training costs to begin with. 

Senator Monronry. Is that the value to national defense today that 
the 600 pilots engaged in these airfreight operations comprise ? 

Mr. Sayen. That is right. Then if you had to maintain them on 
an annual basis, just from the standpoint of giving them enough train- 
ing to be ready to go under the mobilization plans, that would be a 
minimum of $6 million a year. 

Senator Monroney. These men are maintained in a state of pro- 
ficiency where they can go any place in the world on 6 or 12 hours’ 
notice with their own planes ? 

Mr. Sayen. That is right. 

Senator Monroney. To pick up a load that the Government would 
otherwise have to be doing with MATS or with its own military 
service ? 

Mr. Sayen. That is right. And this civil reserve air fleet plan, 
which is a joint Government-industry program for mobilization of air 
transport, calls for mobilization of aircraft and crews on 48 hours’ 
notice, maximum 48 hours’ notice. 

Senator Monronry. But these planes also would be available; you 
do not have any estimate of what their value is? 

Mr. Sayen. I do not have it with me. 

Senator Monroney. Of course, the more air freight that develops 
why, then, the more you have in this reserve for airlifts; is that not 
correct ? 

Mr. Sayen. That is true; and as the ability of civil aviation to make 
available bottoms or air capacity increases, then the cost to the De- 
partment of Defense for that capacity decreases, so it is taken out of 
one pocket and put in the other. 

Senator Monroney. But these air-cargo carriers would do that, 
furnish the standby airlift to their capacity without any cost what- 
ever to the Government until they are called into service on emergency 
notice ¢ 

Mr. Sayen. That is right. 

Senator Monroney. Whereas, without prejudice to the merchant 
marine, we are spending hundreds of millions of dollars to maintain 
bottoms that are available at all times to do the same job in logistical 
supply at sea ? 

Mr. Sayen. That is right. 

Senator Monroney. Both are necessary, but this other costs the 
Government absolutely nothing ? 

Mr. Sayen. That is right. 
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Senator Monronry. And is only limited in its capacity by the 
volume that it develops in the civilian way to serve the needs of the 
country ? 

Mr. Sayen. That is right, and it is practically impossible to main- 
tain crews on a reserve basis, inservice basis, at the same level of 
proficiency in the way that you can maintain crews who are daily doing 
this air-cargo job, because that is their whole profession, it is devoted 
to it. Whether they haul guided missiles from New York to the Near 
East, or dresses and cosmetics from New York to Los Angeles, it does 
not make much difference to them. They are equally capable of going 
in either direction and with the same aircraft. 

Senator Monroney. Is it not a fact, also, that many of the airline 
pilots that we consider in our reserve pool for D-day requirements, 
mobilization requirements, are flying such essential services today on 
your passenger airline routes on which the whole economy and 
service and production depend that they would be more difficult to 
shift into mobilization than the transfer of air cargo pilots from 
one route, domestically, maybe to international routes for airlift sup- 
yo the military ? 

.Sayen. That isright. Of course, there is this fact, that of these 
600 pilots approximately half of them are flying in command, but all 
of them are capable of flying in command. So, you have here a 
reservoir which can be expanded in an emergency, and that is true 
generally of the airline pilot group because of the level of experience 
you find there. 

Senator Monronry. You may proceed. 

Mr. Sayen. Now, this is an underlined statement—it should be 
noted that all of this benefit will accrue to the Nation without the 
necessity for any subsidy payment to the carriers here involved. 
These carriers have never received subsidy payments and are not 
seeking them now. 

Actually, when one of the carriers could not survive they were per- 
mitted to go out of business and through bankruptcy proceedings, 
without any help from the Government, so I think it has been made 
clear that the Government did not intend to provide subsidy for these 
carriers. 

The record over the past 10 years clearly indicates that these car- 
riers are performing a function in the public interest. While the 
granting of permanent certification would not solve all of their prob- 
lems, it would in our judgment be a very important step to encourage 
these carriers and increase their capabilities in their own and the 
public interest; it will encourage, without any cost to the Government, 
the proper development of this important segment of our air trans- 
portation industry; it will bring needed stability to these carriers; it 
will mean added security for the employees and remove the uncertainty 
that is present when a constant repetition of renewal proceedings and 
temporary certificates are present; and it will enable the industry to 
attract financing; develop new, efficient equipment; and attract capable 
personnel. Further, it would appear that accomplishments to date 
very clearly indicate the capacity of these people to serve the public 
need. We recommend that the Congress recognize these accomplish- 
ments and grant them permanent certification. 

We greatly appreciate the opportunity to appear and make our 
views known on this important legislation. 
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Senator Monroney. Thank you. The thing that impressed me 
about your statement is that this is the next logical step to the develop- 
ment of the air age, and perhaps one of the biggest openings yet un- 
tapped for the use of aircraft and the use of men and training skills 
. that should be put to work. 

The chances are it will be far bigger than even the passenger busi- 
ness when it is fully developed, and when the planes suitable for air- 
freight finally come off the production lines. Would you say that? 

Mr. Sayen. Yes. It is very true. And I don’t believe the average 
laymay outside of the transportation business has yet conceived the 
capacity of the aircraft to move people and cargo between two points. 
There was an estimate made by the Boeing Aircraft Co., m a speech by 
Bill Allen the other day at Chicago, that one 707 can move more peo- 
ple in the same amount of time—many more people, more cargo, m 
the same amount of time, between New York and London, than the 
largest transport, that is, water transport, the largest ship, now ply- 
ing those routes. One airplane. And the comparable investment of 
the 707 is about 514 to 6 million dollars, and in a large ship, of course, 
it is about $20 million, and it has more capability to move people and 
cargo between any 2 points in a year’s time. 

The capacity of an airplane in transportation is not fully realized 
as yet, but in our opinion we are right at the edge of it. 

Senator Monroney. Senator Schoeppel ? 

Senator ScHorrren. No further questions. 

Senator Monroney. Senator Smathers? 

Senator Smaruers. I have no questions. 

Senator Monroney. Thank you very much, Mr. Sayen, for your 
courtesy in appearing here ani giving such a strong endorsement to 
this legislation. 

Mr. Sayen. Thank you very much. 

Senator Monroney. The next witness is Mr. Rentzel, the president 
of Slick Airways. 

Do you have any particular order that members of these all-cargo 
lines wish to appear ? 

Mr. Rentzev. I would like to appear now. 

Senator Monronry. Very well. We will be glad to hear you at 
this time, Mr. Rentzel. 

Mr. Rentzel is a former Administrator of the Civil Aeronautics 
Administration, and former member of the Civil Aeronautics Board, 
and former Under Secretary of Commerce for Transportation, and 
many other things. 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD 
OF DIRECTORS OF SLICK AIRWAYS, INC. 


Mr. Renvrzex. I wasa little unstable. I couldn’t hold a job. 

Senator Monroney. We are glad to have you here, Mr. Rentzel. 
You may proceed in your own way. 

Mr. Renrzet. Mr. Chairman and members of the committee, I want 
to thank the members of the committee. I know how busy you are. 
I appreciate very much your being here, to hear what to us is a very 
important bill. 

If I may, I may take some liberties with my prepared statement 
which I think you have in front of you, in order to conserve time and 
avoid repetition. 
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Mr. Chairman and members of the committee, I appreciate the 
opportunity of appearing before your committee in support of S. 1474. 

uce November 1954, I have been chairman of the board of directors 
of Slick Airways, Inc. Previously, I spent a number of years in 
government in which I had occasion to consider actively many of the 
problems of air transportation some of which are involved in S. 1474. 
Among my Government posts have been : 

Chairman of the Civil Aeronautics Board (1950). 

Under Secretary of Commerce for Transportation (1951). 

Chairman of the Air Coordinating Committee (1950-51). 

_ Chairman of the Civil Aviation Mobilization Division of the Na- 
tional Security Resources Board (1950-52). 

I wovld like to emphasize the fact that I have been on both sides of 
this picture and I am a little bit familiar with the governmental ap- 
proach to the problem, and I think I speak with some experience in 
that respect. 

T also want to emphasize if I may that the all-cargo carriers are the 
one branch of the air transportation industry which has developed 
without subsidy. I say that without any depreciation of the other car- 
riers but simply to point out that we are not seeking any help here 
in the form of aiaitahens subsidy but simply an opportunity to make 
what we think is a major contribution. 

I also want to point up, as has already been said, to emphasize the 
fact that this is the last segment of the air transportation industry 
which is on a temporary basis, and one which needs a substantial 
amount of help. We feel that the proposed legislation is the next 
logical step in that direction, and hope and sincerely pray that the 
committee and the Congress will approve this legislation. 

I think it has been pointed out that great strides have been made 
in the carriage of cargo since the days of the first mail planes and 
since this industry was first established. We of course are quite proud 
of the progress we have made, particularly in the last 2 years, but I 
for one am convinced that this 1s a mere fraction of the market that 
we are going to be able to get into. 

I think that the cargo carriers have demonstrated—I believe as 
has already been expressed—that they are necessary to the attainments 
of this airfreight objective. They have not only contributed their 
own money and time and their energies in the development of this 
business, but I want to emphasize that they have carried more than 
one-third of all the domestic freight transported by air since 1945. 
And also that they carried well over one-half of all the domestic freight 
that is transported in all-cargo aircraft. 

Attached to my statement are some charts which exhibit this fact. 

Senator Monroney. I wish you would elaborate on that right here. 
The all-cargo carriers fly no passengers at all on their certificated 
routes? 

Mr. Renrzev. That is correct. 

Senator Monroney. They do some charter work, but that is not in- 
volved in the bill ? 

Mr. Rentzet. It is supplemental, and honestly an opportunity to 
develop this business, by using particularly aircraft hours that are 
not available or usable for airfreight, moving passengers. We have 
aircraft which are what we call convertible. They can fly cargo or 
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passengers, which we spent a considerable amount of time developing, 
in order to take advantage of the hours of utilization which would 
be available to us. At the moment we have not yet broken the air 
cargo business away from the 5-day week pattern because mostly people 
want to ship things overnight. We hope and we have some plans now 
in process by integration of the trucking industry to develop an 
around-the-clock pattern which will really break this market open. 

But at the moment we do have unused hours, and we are using those 
by having these aircraft in convertible configuration and moving pas- 
sengers at odd hours on weekends. We do have some military move- 
ment of passengers on a contract basis. 

The important thing here is that the combination aircraft that the 
passenger carriers use—and this is not depreciative—are limited as 
to the type of freight they can haul, the amount of freight, and the 
priority of the freight. The only way to break into this market is with 
an all-cargo airplane with a sufficiently low ton cost to really offer 
to the public a mass or volume means of transportation, and that is 
what we are seeking to do. 

Our aircraft, for example, carried ship machinery weighing 30,000 
pounds. We have carried all sorts of animals; we have carried all 
sorts of valuable cargo weighing—jet engines, for example, which are 
not possible of transportation in a combination aircraft. 

So I think that the real future of this business is in all-cargo air- 
craft. 

Senator Monroney. In other words, the combination aircraft, while 
it is an important thing perhaps for passengers and express-type ship- 
ments, does not have the ready capacity immediately available on 
regular schedules to handle all types of freight loads that might be 
needed ? 

Mr. Rentrzexu. That is right. 

Senator Monronry. And that is why your all-cargo carriers have 
found a very welcome spot in the transportation picture ? 

Mr. Renrzev. And the all-cargo airplane is the only one we have 
any hope of getting volume with, because it is a priority business with 
us. It is a secondary business with the combination aircraft, coming 
after passengers, after baggage, after mail. And that is again one 
reason why I think the CAB feels that we are essentially a part of 
this development. 

Senator ScuorprreL. I would like to ask you a question with refer- 
ence to the rate, which is an important factor, of course. As your air 
equipment develops—larger equipment, more modern, more econom- 
ical—naturally it will reflect itself in the rate structure ? 

Mr. Renrzen. Yes, sir. 

Senator ScHorPPeL. Do you cover in your statement—I haven't read 
it—any reference to what a permanent certification as against a tem- 
porary certificate which your company has enjoyed over a number of 
years, would have on the rate structure ? 

Mr. Renrzex. I haven’t directly, Senator. If I may comment on 
it----— 

Senator Scnorrren. I would like to have you comment on it, with 
the chairman’s permission. 

Mr. Renrzeu. It translates itself into terms of equipment, which is 
one of the primary reasons we need permanent certification. Let me 
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give you an example: The C46 airplane, which has been commonly 
used to develop this business is a limited range rather small twin- 
engine aircraft carrying 13,500 pounds of payload, having a direct 
cost of about 1314 cents per ton-mile. We have been acquiring DC-6 
and 1049-H aircraft having approximately the same economic aspects 
which will operate at 1014 or 10 cents roughly—between 10 to 1014 
cents a ton-mile direct cost. 

These aircraft cost on the order of $1,300,000 to $2 million in the 
case of the 1049-H. But the economies, first because of the speed of 
the aircraft, and availability of more flight hours as a result, and sec- 
ond because of the direct ton-mile costs being something like 30 per- 
cent better, obviously offers not only an opportunity to operate at a 
better rate but also to make a profit on that rate. 

One of our problems in the airfreight business right at the moment 
is the fact that we don’t have enough of those modern airplanes in 
the business. It is a question of how quickly we can acquire them. 
It takes 214 years after you order such an oe before you can get 
it. But these things are being gradually worked out. If we had per- 
manent certification we would be in a position to put in long-range 
orders for more efficient aircraft I oul: like to mention now. 

For example, the DC-7D, Douglas, announced as a freight aircraft, 
or Boeing 707 in cargo configuration, would offer a direct ton-mile cost 
on the order of 6 cents, which I believe you will see is a hundred percent 
improvement or 50 percent of the cost of the C-46 or C—54. 

nator Scnorrrer. And that relates itself or ties itself into a 
financing situation, longer term, which will be taken more readily by 
your financing concerns if you have a permanent certificate rather 
than a temporary ¢ 

Mr. Renvrzev. That is correct. That will give us an opportunity to 
write off these aircraft, or obtain financing, over a longer period of 
time. Certainly with an airplane costing Rai 3 to 6 million dollars 
we have to talk on the basis of 10 years in order to justify a repay- 
ment on that basis. It is a fact that as of the moment the longest 
term of depreciation is 7 years that is being granted as far as calcula- 
tion of subsidies or writeoff so far as the GAB is concerned. 

But as we get into these bigger and more efficient aircraft we are 
roing to have to have longer to pay for them, but they are going to last 
onger and they are going to give us an opportunity to keep lowering 

our rate structure until we are more and more competitive with other 
forms of transportation. So in that sense it relates itself to the per- 
— certificate, and that is one of the most important problems we 
lave, 

There are others. I mean containers, for example. We need to get 
into the container aspect of this business very much to avoid a lot of 
individual handling of packages. It is a big item. It takes some 
money for research and development. We have just begun to scratch 
it, and to open up the field of containers. But there again, if we can 
go into more and more of the longer type equipment trust type of 
financing, so that we can get hundreds of these containers in the serv- 
ice, we have an opportunity to keep lowering the rate, to increase the 
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volume. There is a leverage there that has not yet been tapped by any 
means at all. 

One of the prblems is that we have always been operating on a short- 
term basis and everyone has been reluctant to make any substantial 
investment in this area because of the lack of assuredness that you 
are going to be in business. 

As I say, Mr. Chairman, I am taking some liberties with my state- 
ment to save the time of the committee. 

Senator Monronry. Feel free to do so. 

Mr. Renvrzex. The contributions of the all-cargo carriers to the de- 
velopment of airfreight can and will continue. But the job ahead 
requires an even greater contribution than in the past. Permanent 
certification of these carriers is, in our judgment, one of the first steps 
required in the direction of accomplishing the job ahead. It will re- 
move one of the major impediments to a healthy, stable and expanding 
air cargo transport industry. It will increase public confidence in 
airfreight and enable the all-cargo carriers to make the long-term com- 
mitments essential to their success. 

Improvements in opportunities and operations of the all-cargo car- 
riers, such as would be brought about by permanent certification, 
would give life and substance to one of the major purposes of the 
Civil Aeronautics Act, namely : 

The encouragement and development of an air-transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce 
of the United States, of the postal service, and of the national defense (25 Stat. 
980, 49 U. S. C., see. 402). 

Further, permanently certifying these carriers would implement the 
Air Coordinating Committee’s recommendation that— 

The further development of the air cargo industry, with particular emphasis 
on all-cargo services, is in the national interest and should be encouraged. 
[Emphasis supplied.] 
this is as of 1953. 

There are in brief the general considerations which we believe invite 
favorable consideration of S. 1474. I had intended to give vou a few 
facts about Slick Airways at this point. I have available a statement 
on our 1956 results, if I may submit that for the committee’s considera- 
tion, which I think gives some of our hopes and ambitions in this area. 


1The President's Air Coordinating Committee, Civil Air Policy (May 1954), p. 23. 
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(The document referred to follows :) 


STATEMENT OF SLICK AIRWAYS, INC, (INCORPORATED IN DELAWARE) 


Balance sheets 
INCOME AND EARNED SURPLUS SO RENOA T) 


Year ended Dec. 31 




















| 1956 | 1955 
Shine oz Spiel 
Operating revenues: | 

CRORIOD CONTE ic on snes ee $8, 926, 182 $7, 231, 667 
Charter and contract __-___.._.....-..-- 9, 381, 648 2, 564, 515 
Supply and service sales______-_- 3, 919, 473 2, 720, 345 

OE AIOE PO PIINIINS Sis we kh 5 ss fps o eee ee es acces wal! ( 2 227, 3083 fi 12, 516, 827 

Operating expenses: 

ian vihddmatabeboss | 7, 271, 763 | 4, 140, 309 
Direct maintenance - - : Me sie : 2, 761, 115 | 1, 623, 650 
Depreciation—flight equipment. Scab s Ob ceds tsps Cu ghs Kats 1, 728, 334 77, 901 
NN cn ewdmewe Risen ; | 2,504,268} 1, 724,070 
Pickup and delivery__....__._____- ; ee. pares) 581, 229 | 424, 516 
Indirect maintenance... .------~-..-.-..-..---- aides “ 1, 239, 225 | 570, 828 
Passenger service............-.-.-..--- ecde , 590, 354 | 141, 575 
PAS | debbie fc nckdieiics tepeanne ocean bis éé | 889, 771 | 554, 722 
Advertising and publicity __._-_..._--- 2 7 . 142, 616 | 74, 577 
General and administrative__.............--. i | 1, 499, 956 | 1, 026, 153 
Depreciation—ground equipment-.- ‘ a3 150, 222 | 118, 502 
Supply and service cost of sales__- 2 i. 2, 399, 272 | 2, 248, 964 


Total operating expenses __-___-___-_- _41, 848, 125, 13, 425, 767 


Operating income (loss) - --....----- , elias =s 379, 178 (909, 240) 
Other deductions: one ane 
I tid inne scl cogecatannnanse 4 ‘ 119, 800 60, 664 
RUM 52225535001 5244 Hina uke Lee 8, 489 8, 453 
128, 289 } 69, 117 
Income (loss) before Federal income taxes _ _-__- : st sg 250, 889 | pert (978, 357) 
Federal income taxes applicable to income for the year_____- pee 1 < Or 72, 000 | 
Income (loss) for the year_..._._._._._._- S ree ; 178, 889 “(97 8, 357) 
Special items: 
Gains from sales of aircraft less $48,000 applicable income tax_- 148, 540 
Reduction in prior years’ Federal income taxes on sales of aircraft resulting | 
Ee i ness, es ceoninmuiiionhshigiinndsaits> o% beepers aul 425, 000 
Income (loss) for the year and special items. peed As ae eeeh eee 327, 429 " (553, 357) 
Deficit at beginning of year.._______.......-.-_- es oot ce ed | (1, 538, 299) (984, 942) 


Tee ee ee nok enauhaliny | (1, 210, 870) | “ae 538, 299) 
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Balance sheets—Continued 








ASSETS 
Current assets: 
TN a od wari ann cnie' an dae a ge aia aca n element $768, 070 $348, 249 
Receivables— 
U. S. Government Seyreres $621,000 were to secure bank 
Donte TCO Fs is 3 3 he tei Yee Ba is. Si GS ihe tiie 1, 893, 021 386, 147 
Transportation. ___._.__- Se tit ai'ame hameaierera ey 5 is 1, 745, 768 941, 204 
Service and supplies____.-_.__.-_-- neds Aieeigulincemecdls 148, 413 167, 200 
Estimated recoverable Federal income taxes________- a iigiel aaa taint anes Aantal 619, 129 
Other - el Rte pavkpad ace tenants 190, 084 155, 351 
Estimated doubtful accounts. ._________- Ee ERROR TES AT ee (100, 000) (75, 000) 


3, 877, 286 2, 194, 031 
Inventories, at cdst or less (including work in progress of $68,789 and | 


$66,589, respectively) _ _- 774, 168 686, 157 
Prepaid insurance, taxes, etc : d . 5 Seiad 196, 034 105, 421 
Total current assets. ______- ; f cia re £55 FO Pee 5, 615, 558 3, 333, 858 





Property and equipment, at cost: 











Flight equipment : . eid csndh abba pty eths } 14,716, 995 4, 971, 254 
Improvements to leased prope rty__ aa oe -| 733, 250 336, 937 
Other property and equipment_._____...-_-- bidet Siete tatehoee 1, 028, 716 892, 314 
| 16, 478, 961 6, 200, 505 

Accumulated depreciation. .__..- aie Lek a 5‘ 3, 893, 077 2, 198, 308 
| 12, 585, 884 4, 002, 197 

Land _-__.- ‘ 166, 850 |__.__- Bi 
Payments on lease- -purchase option contract for aircraft, less depreciation. LE in wh gteoaed 303, 018 
Advance payments on purchase of aircraft__..___.._______- . 630, 000 | 550, 000 
13, 382, 734 4, 855, 215 

Deferred charges sath erates ter = ni ane ae 97, 410 45, 465 

















| 19, 095, 702 8, 234, 538 
1" 


LIABILI ITIES AND SHAREHOL! DERS INVESTMENT 


Current liabilities: 








Notes payable, secured by pledge of assets.___....___..-....-..---------- $1, 754, 688 $500, 000 
Long-term debt due within 1 year : Met eacerennanee SO 3, 170, 093 625, 392 
Accounts payable : eteeSsitt 5 oe iw pated ; 3, 114, 704 2, 036, 481 
Salaries, wages, and vacation ‘pay cuales ata Ft Fao 614, 057 389, 520 
Other accrued liabilities. ~~ __- tie biwalaeceek 293, 637 243, 361 
Estimated liability for Federal income taxes_........---.---------------- , % tl er ae ae 
Total current liabilities. ___- taketh eiecateewteses aie 9, 165, 408 3, 794. 754 
Provision for overhaul of flight equipment. ae 773, 977 658, 246 
Long term debt, ns amounts due within 1 year, ‘secured by pledge « of 
assets .......- jie ions soe ‘ 4, 095, 125 1, 170, 109 
Shareholders investment: 
Common stock (note 3): 
Authorized 2,000,000 shares of $5 par value—848,121 shares outstand- 
ing cS Ut COE SES Pee 
Authorized 1 ,000,000 shares with no par value—423, 462 shares out- 
standing---_.. -- i huts janie dade auwet pxcapameegiiiiaeean 4, 154, 285 
Deficit, per accompanying statement. . eas case (1, 210, 870) (1, 538, 299) 
Total_. as $e a ae ca 5, 065, 749 2, 615, 986 
Less—Treasury ‘stoc k, at cost (470 shares).........___-_- i ea’ 4, 557 4, 557 
WONG. bods eas ~ Jaeecreees oaths aes are awe ae 5, 061, 192 2, 611, 429 


Os 3 = tnt Sasha nn os Ka oon wees Saheb angen ian denen aaah = sce 19, 095, 702 8, 234, 538 
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Mr. Rentzev. Some facts about Slick Airways and its certification 
problems: Slick Airways was organized in 1946 by a group of men who 
were willing to undertake the risks of a new postwar industry, viz, 
the carriage of cargo by air in commercial transportation. The tech- 
niques, methods, and equipment for handling quantity movements of 
freight by air were developed during the war by the military services. 
These were employed in the early operations of Slick Airways. 

In the beginning Slick operated pursuant to an exemption granted 
by the Civil Aeronautics Board. It applied in March 1946, for a 
certificate of public convenience and necessity for the carriage of 
property only. A temporary 5-year certificate was finally issued by 
the Board in August 1949. 

Proceedings for judicial review resulted in a decision in 1951 by the 
United States Court of Appeals for the District of Columbia affirming 
the Board’s order.* 

Senator Monronry. At the time you were operating in 1949 under 
a temporary exemption which put you in a nonscheduled operation ? 

Mr. Rentzeu. That is correct. 

a Monroney. Actually your days of operation go back to 
1946 

Mr. Renrzex. That is correct. I want to make this point if I may: 
In the original certificate proceeding in 1949, Slick was denied the 
right to carry airexpress. The passenger carriers were then incurring 
substantial losses in revenues and it was feared additional revenues 
could be lost through diversion of air express to the all-cargo carriers. 

However, the revenue position of the passenger carriers became 
vastly improved by the time of our certificate renewal proceeding and, 
in fact, they were then reporting substantial profits. In view of this 
changed situation the restriction on air express was not renewed in 
Slick’s renewal certificate. Slick carried 547,000 ton-miles of air ex- 
press in 1956. 

That is not a substantial portion of the air express market. But 
there is a type of air express which moves at night, primarily, of the 
heavier type shipment, which moves at night at the time that airfreight 
moves. 

In the original certificate proceeding Slick did not seek authority to 
carry airmail because at that time subsidy was tied to the right to carry 
mail and Slick did not seek subsidy. 

I want to emphasize that. At no time in our history have we asked 
for subsidy, and we do not want it now. It later became apparent 
that mail authority need not be accompanied by subsidy rights. This 
was after the subsidy separation bill, and after the board had suc- 
ceeded in separating subsidy from mail pay. 

Accordingly, Slick sought authority to carry mail when it applied 
for renewal of its certificate. I might say in the renewal of our cer- 
tificate we offered to carry the mail at airfreight rates. That offer 
still stands. 

The Board granted Slick and the other all-cargo carriers the right 
to carry mail without any right to subsidy for a 1-year period to ex- 
pire on May 24, 1957. Slick has recently applied for renewal of its 
mail-carrying authority. We have now petitioned the Board for an 


2 Air Freight case, 10 C. A. B. 572 (1949). - 
8 American Airlines et al. v. Civil Aeronautics Board, 192 F. 2d 417 (D. C. Cir. 1951). 
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extension of that authority, and that has been supported by the Post 
Office Department. 

Senator ScHorrren. Has that been a pretty successful operation ? 

Mr. Renrzen. Yes, sir. In certain areas, Senator, we have offered 
the Post Office Department the only mail movement between points at 
that particular time, during the night hours primarily. For example, 
Chicago-New York, where there is a limited amount of night move- 
ment of passengers, and they have turned to us for mail movement on 
those flights. 

Slick is now engaged in the transportation of airmail and surface 
mail and the Post Office Department has found its services to be a 
valuable addition to its mail-transportation program. Slick has car- 
ried 176,000 ton-miles of airmail and 840,000 ton-miles of surface mail 
since it obtained authority for this transportation. 

Certificate proceedings have imposed a substantial drain on the 
financial resources of this company and on the time of its executive 
personnel. This has hindered the development of Slick as an all-cargo 
carrier. Out of 11 years of operations since 1946 Slick has been en- 
gaged in 2 costly certificate proceedings extending over a period of 
dm years. 

There have been other problems. The equipment problem is an ex- 
ample. As you know, equipment must be ordered from aircraft manu- 
facturers with long lead times. Temporary certification covers a pe- 
riod which is often less than the period required by aircraft manu- 
facturers for delivery of aircraft. This places us at a disadvantage 
with aircraft manufacturers and in the money market. It also forces 
us at times to acquire less efficient, higher cost equipment to meet our 
capacity needs on a short-run basis. This has increased costs. 

I would like to give you an example of that, Mr. Chairman and 
members of the committee. We, in order to get the capacity that we 
need, have had to acquire DC-4 and C-46 aircraft even though we 
know that they are not efficient and that we cannot make money with 
them. But in order to wait 214 years for the DC—6, that was the 
penalty we had to pay. Now we are in the position of having to re- 
place those aircraft. 

Senator Monronry. On top of that, may I ask, is it impossible for 
aircraft manufacturers to anticipate the needs of all-cargo carriers 
unless they do have permanent certification, because they don’t know 
if, when they get the plane designed and built, you will again be 
certificated, or for what route structure ? 

Mr. Renrzev. That is extremely important in the development of 
this industry, because at the moment we must find a cargo airplane 
which will operate in the range of 3 to 6 cents a ton-mile in order to 
really break this market open. There are such airplanes being 
developed. 

The DC-7D which I mentioned, still is not in the stage of develop- 
ment but it should be something which should come along in 1960, and 
it will substantially reduce our operating costs, and not only ours but 
all other carriers including the passenger carriers that are interested 
in freight. 

The C-132, on which we had a lot of hopes and which apparently 
has been temporarily abandoned—we hope temporarily—is an airplane 
operating in the 3-cents-a-ton-mile range. These airplanes, however, 
are very expensive. In order to go into the production, to finish the 
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development, the aircraft manufacturer has to have some assurance 
that he has firm orders on a number of them in order to expend the 
money necessary to produce the airplane. 

If we are in a position to order these airplanes on a firm basis, and 
to have the financing to back it up, we can get the.airplanes which in 
turn makes this business much more sound and, I might add again, 
supplementing what Mr. Sayen has said, this is the key to the air 
logistics problem of the military. 

The same airplane has synonymous use by civil and military carriers 
and it is the one thing that the military most urgently needs, to my 
mind, at the moment. But that requires some stability in our industry 
to do our part of this. 

Senator Monroney. As of today there is really no one in the indus- 
try that is capable of going in and saying to the manufacturer, “De- 
sign, build this type of plane, we have a market for it.” 

Mr. Renvrzev. That is true. 

Senator Monroney. You are limited by the terms of your temporary 
certification ? 

Mr. Rentzev. That is as far as the air cargo industry is concerned, 
that istrue. I want to say this, Slick had a very important part in the 
development of the Douglas DC-4A which is the backbone of MATS 
as well as the air cargo industry at the moment. That was done witha 
certain amount of calculated risk. It is a very fine airplane. 

In addition, although there has been an almost phenomenal growth 
in air freight volume since 1946 and it is still growing rapidly, it has 
not grown as much as expected. This has kept unit costs up, requir- 
ing rates at higher levels than permissible for reaching any more than 
a fraction of the potential airfreight market. Even so, rates are not 
now as high as needed fully to recover costs. 

Thus, at the moment, the airfreight industry, although growing 
rapidly, is still faced with prcblems usual for pioneers in any trans- 
portation field. The combination carriers which operate in this field 
to any substantial degree have undertaken to meet these problems by 
underwriting freight operations with their passenger business. We 
in the all-cargo carrier industry have attempted to achieve the same 
result as the combination carriers by augmenting freight operations 
with such businesses as charter and maintenance services and the like. 

All of these.problems would not, of course, be solved immediately 
by permanent certification. However, such certification is the first 
step necessary to their solution. Aside from eliminating the drain 
on the company’s resources resulting from extended renewal pro- 
ceedings, it would enable us to obtain more adequate financing for 
acquisitions of better aircraft and ground-handling equipment. 

Again I emphasize the ground-handling equipment as an equally 
important part of this. It is something that needs to be appreciated 
over a period of time. 

Also, through better equipment, service improvements would be 
possible. With these improvements and permanent status public 
confidence in air freight would be enhanced, thus inducing industry 
to adapt marketing techniques and business methods to airfreight 
transportation. 

If I may again depart for a moment from this prepared statement, 
Mr. Chairman, that is one of the most difficult problems we have to 
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face. We have got to get management of industry to begin to think 
in terms of air transportation in order to make this thing attractive 
to them. If they begin to think of inventory, inventory costs, move- 
ment by air of their inventory, we can begin to make some real 
progress. 

The Armed Forces have already recognized the savings in distribu- 
tion and warehousing costs which are possible with air transportation 
and today they are utilizing air transportation for much of their 
logistic system. But not enough, by a great many tons. 

hese savings would cause industry to make greater use of air trans- 
portation if it were assured that airfreight is here to stay and it would 
be so assured by permanent certification of these carriers. The in- 
creased volumes and reduced unit costs which would result from 
permanent certification would enable the all-cargo carriers to reduce 
rates to levels required to attract the volumes of airfreight expected 
for this industry. 

Despite problems, Slick has shown that it is a useful and valuable 
member of the air-transport industry. In the years 1946, 1947, and 
1948 Slick handled more airfreight than any other carrier, carrying 
over 11 million ton-miles in 1946 and over 21 million ton-miles in 1947 
and again in 1948, In 1949 Slick dropped behind American Airlines 
in airfreight. However, in 1950 it regained its leadership and once 
again carried more freight than any other carrier, It continued to 
carry the greatest volumes of any airfreight carrier in 1951 and 1952. 

In 1953 Slick undertook to merge with the Flying Tiger Line. The 
merger had to be abandoned in 1954 due in part to labor protective 
provisions attached to CAB approval which proved far too burden- 
some for the merging companies to sustain. During this period Slick 
lost its position of leadership in the industry, its airfreight operations 
dropping from over 48 million ton-miles in 1952 to less than 35 million 
ton-miles in 1954. 

We have attached some charts to give you some indication of the 
growth, which has been covered by others, particularly by the CAB 
witness, I think adequately enough. 

Under new management since 1954, Slick is regaining its position 
inthe industry, In 1955 it transported over 41 million ton-miles of air- 
freight. In 1956 this increased to over 47 million ton-miles. Chart I 
and the accompanying table A show the steady growth in traffic 
experienced by Slick since 1954. Table B shows the amount of total 
domestic airfreight carried by Slick as compared with other major 
transcontinental carriers. An overall company profit in the amount 
of $327,429 was realized by Slick in 1956. As these statistics indicate, 
the future looks better and brighter. 

Slick’s fleet now consists of 8 DC-6A aircraft—6 owned and 2 on 
lease from the Defense Department—8 DC + aircraft and 13 C46 
aircraft. Among the aircraft that have been used for cargo opera- 
tions to any substantial degree, the DC-6A is the most efficient air- 
craft available at this time. We have five such aircraft on order for 
delivery in 1958. With this fleet Slick is prepared to resume with 
full vigor the role it traditionally played in the development of air- 
freight. 

There is every reason to believe that with permanent certification air- 
freight accomplishments by Slick and the other all-cargo carriers in 
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the future will be more significant, more rapid, and more enduring 
than those achieved in the past. 

The contributions of Slick and the other all-cargo carriers to the 
progress and growth of airfreight are many and they have received 
public acknowledgement by the Civil Aeronautics Board and other 
governmental agencies. A brief review of those contributions will, 
we believe, demonstrate that these carriers have earned permanent 
certification. 

Airfreight rates to the public have been lowered as a result of the 
operations of these carriers. It was found by the examiner, and adopt- 
ed by the Board, in our certificate renewal case that— 
the services of Slick and Tigers have had the effect of lowering rates at points 
served in common with the passenger carriers. (Airfreight Certificate Renewal 
case, C. A. B. Docket 4770 et al., Order No. E-10084 March 12, 1956, appendix, 
Examiner’s Initial Decision, p. 62). 

And again I point out that every airplane we have is available on 
very short notice to go in any direction. Mr. Sayen pointed out the 

ilot competency and the fact that the airplanes are interchangeable 

tween us and the military services. 

In addition, the all-cargo carriers are specialists devoting their 
scheduled operations to only one form of traffic, viz, cargo. In the 
performance of scheduled service they must and do bend every effort 
to meeting the needs of cargo service without subordinating cargo 
traffic to the needs, desires, or profitability of other forms of traffic. 

It was found in our certificate-renewal case that freight reaches its 

ak in the late evening and early morning hours, whereas passenger 

ights operate more frequently in the daytime (Airfreight Certificate 
Renewal case, supra; appendix, Examiner’s Initial Decision, p. 22). 

It was further found that the success of airfreight in the future will 
depend increasingly on large volume shipments, giving all-cargo air- 
craft and all-cargo carriers an even more important role in the future 
than in the past (loe. cit., p. 68). The importance of all-cargo air- 
eraft to airfreight is shown in chart II and accompanying table C. 
The chart and table show that in 1956 all-cargo aircraft carried about 
70 percent of all the freight transported by the Big Five transconti- 
nental carriers of airfreight. 

The value of all-cargo service was recognized by the Air Coordinat- 
ing Committee, which strongly recommended further development of 
this type of service: 

Experience indicates that flights primarily timed to the needs of passenger 
traffic are not always well adapted to the movement of cargo. Combination air- 
craft frequently are unable to accommodate proffered shipments because of 
weight or bulk. If the use of air cargo is to grow on a sound basis it appears 
necessary that increased airlift must be provided with aircraft designed specifi- 
cally for cargo and operated on schedules dictated specifically by the needs of 
cargo traffic (the President’s Air Coordinating Committee, Civil Air Policy, May 
1954, p. 23). 

The Air Coordinating Committee also urged increased use of com- 
mercial air-cargo facilities by Government agencies. It further noted 
the value of such facilities to the Defense Establishment, saying: 

Proper growth of the air-cargo industry will provide, in addition to economic 
benefits, a civil air-cargo fleet forming a substantial security asset in event of 
national mobilization (ibid.). 

In addition to providing a standby reserve of airlift capacity for 
national emergency use, the all-cargo carriers have already performed 
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substantial services in furtherance of our defense efforts. Slick, for 
example, perticinatee in the Korean airlift and in the DEW line op- 
eration. During the first 11 months of 1956 Slick flew over 3 million 
air-miles for the Department of Defense. Slick and the other all- 
cargo carriers will continue to be able to provide these services to the 
Department of Defense. And I might say in growing ability as we 
get these larger and larger aircraft more suitable to military needs. 

Parenthetically it may be observed that one of the most important 
requirements for air logistics is the availability of increasingly ef- 
ficient heavy logistics aircraft which can be made readily available to 
the Department of Defense to meet the United States international 
commitments both in peace and war. The type of aircraft which will 
be most useful to the Department for air logistics purposes will be the 
same type of aircraft which will provide the lowest cost, high volume 
commercial airfreight operation in the United States. And again the 
C-—132 would be the epitome of that type of aircraft. 

Another contribution to the promotion of air cargo by the all-cargo 
carriers is indicated by the finding in the certificate renewal case that 
these carriers— 


have provided and will continue to provide the only feasible yardstick for measur- 
ing the cost of airfreight service in all-cargo equipment (Airfreight Certificate 
Renewal case, supra; appendix, Examiner’s Initial Decision, p. 61). 

This is important to an industry which has become cost-conscious in 
the establishment of rates and which cannot develop soundly without 
predicating its operations on costs. 

The matters to which I have referred are not a complete catalog 
of the contributions of the all-cargo carriers to our ever-expanding 
and developing air cargo industry. However, they sufficiently reflect 
the position these carriers have attained in this industry. That posi- 
tion merits permanent status. It shows, in my judgment, that these 
carriers are essential to the full and successful development of air 
cargo transportation. Permanent certification will confer on these 
carriers the benefits as well as the responsibility of sustaining air- 
freight growth—a responsibility they have assumed in the past with- 
out benefit of subsidy or permanent certification. 

If I may take a moment here, Mr. Chairman, I want to point out 
that of the 37 cities to which Slick has been certificated to serve, we 
are serving 33. The 4 which we are not serving at the present time 
are 2 which were put in our certificate on the basis of a combined 
truck and air service experiment. 

We haven’t yet completed the necessary problem in connection with 
coordination between the ICC and the CAB on rate structures, which 
is not a fault of theirs but a fault of ours, but there are some complica- 
tions. That does not mean that within this year we will not provide 
that service to those points. The other two, one is a difficult one for 
us to serve at the moment, Richmond, Va., largely because we have 
no route area which goes logically through Richmond, but we hope 
to serve it. The last one is Phoenix, which we hope to serve in con- 
nection with some truck operations that we hope to start conducting 
this year. 

Senator Brats. Might I ask a question at.that point, Mr. Chairman? 

Senator Monroney. Yes. 

Senator Brste. Mr. Rentzel, you were developing a point there that 
I wanted clarified. 


91428—57——6 
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You are familiar with the fact that the CAB says that if this permit 
certification to cargo carriers is enacted into law you should not be 
permitted to serve, in your case, the four points which you are not 
serving at the present time. As I understand it, that is the position. 

Mr. Renrzev. Yes. 

Senator Bratz. Would you comment on that ? 

Mr. Rentzet. My only comment, Senator, is that I believe we will 
be serving them this year, all four of these points. I did want to em- 
phasize that two of the points were of an experimental nature in con- 
nection with truck operations, Nashville, Tenn., and Pocatello, Idaho, 
where we expect to conduct some coordinated movements between 
truck and air combinations. It is my opinion that the real future of 
this business can never be developed until we get a coordinated surface- 
air program which we have been working very hard on for over a 
year. 

In other words, the airplane in itself only moves from airport to 
airport. It needs some surface movement to move it from the air- 
port of the principal city served—after all we serve only 37 and there 
are many communities which we feel deserve airfreight service and 
can be served by a combination of truck and air. I do emphasize that 
point. 

Phoenix falls a little bit in that category, too, but we will hope to 
serve. And if we are not serving at the time this legislation passes, 
if we are not serving any of those four points, we are obviously in no 
position to say that they should be included in our certification. 

Senator Brete. These four new points, were they given to vou in 
order to strengthen your own structure / 

Mr. Renrzev. Yes, sir. That is correct. 

Senator Brate. They were given to you just about a year ago? 

Mr. Renrzev. That is correct. They were put in our certificate pro- 
ceeding which actually became effective last May. Less than a year 
ago. 

Senator Biste. Just about a year ago. 

Mr. Renrzeu. Yes, sir. We just haven't had a chance to overcome 
some of the other difficulties we had in trying to get into those cities. 
I did make the point that Richmond, unfortunately, is a little off of 
our route structure, so that it is hard to find a way to serve it ade- 
quately with the schedules that we are presently operating. But we 
have gone into a number of cities since our certification last year, 

Senator Biste. Since last May you have added other points of serv- 
ice and are actually serving them? 

Mr. Renrzex. That is correct. 

Senator Bretr. But you feel you need a little more time to see 
whether this is advantageous on the four points that are not served 
as you have described them ? 

Mr. Rentzev. That is correct. And we hope to do it this year. But 
I make the statement that if we are unable to do so, and that is a factor 
in this legislation, we have no alternative but being willing to accept a 
deletion of those points from our certificate. 

Senator Brats. Personally, I don’t know that it is a factor, but I 
wanted your expressions on it in view of the fact that the CAB has 
made that comment, just a blanketing in of the grandfather clause 
under the CAA Act. 
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Mr. Renrzeu. I want to make this point without appearing to be 
competitive about it. We are serving with all-cargo service more 
points today than any other carrier in the United States, more than 
any of the passenger carriers. Again I am not being competitive about 
it, but I do make the point that we are doing a fair job of implement- 
ing our certificate responsibility. 

Senator Bisie. You have 41 points and you are serving 37 ? 

Mr. Renrzer. We have 37, and we are serving 33. 

Senator Bisie. Thank you, Mr. Rentzel. 

Senator Monroney. But on top of that, through your truck deliv- 
ery and truck arrangements, you pick up from dozens of other cities 
and connect them with your takeoff points, and then at the point of 
destination you connect with other cities ? 

Mr. Renrzer. Yes, sir. 

Senator Monroney. In other words, night departure at origination, 
morning delivery out of New York or Los Angeles, coast to coast ? 

Mr. Rentrzev. That is correct. 

Senator Monronery. You do that with long-term contracts which 
you have arranged with trucking companies largely which are in those 
particular areas ? 

Mr. Renrzex. I will give you an example, in Oklahoma. We serve 
the entire State of Oklahoma through Oklahoma City, in combination 
with three truck ¢ompanies which provide very rapid service to other 
communities. So, in effect, all of the major cities in Oklahoma are 
obtaining the benefit of airfreight transportation because of this com- 
bination. That isa sample of the thing | mentioned. 

Senator Monroney. That isa one-rate proposition. In other words, 
the shipper is not going to have to pay for delivering by truck to the 
takeoff point in the East, and another bill on the delivery from the 
Oklahoma City Airport ? 

Mr. Renrzev. It is all covered in the one rate. There is a charge 
for it cbviously in there. 

Senator Monronrey. But he pays one rate which is a part of the 
secret of the development of this, not just to the 33 towns in the case 
of Slick, or how many in the case of Tigers or the others, but you have 
a sort of feeder truck system that works in overnight delivery into the 
major centers that makes it available to dozens and dozens of small 
towns. 

Mr. Rentrzex. That is correct. 

Speaking of the all-cargo carriers, they do not seek subsidy, but 
they do seek the benefits of permanent certification which will con- 
tinue as long as they remain alert and responsive to their obligations 
to the public, the postal service, and national defense. I think it has 
already been shown that one carrier who was unable to make a financial 
zo of it was allowed to cease existence. 

The economic future of the all-cargo business is tied to the purchase 
of large aircraft of an improved modern design specially suited to all- 
cargo operations. If I may inject this thought there, Mr. Chairman 
and Senator Bible, up to this time we haven’t really had an airfreight 
airplane. ‘The passenger lines had the same experience. Until they 
were able to get aircraft which were economically sound and were de- 
signed for the business of transporting people at low cost, they were 
unable to make a profit and were living off of subsidy, which was per- 
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fectly all right. But I make the point here that we are in the same 
position except that we are not suggesting any subsidy. 

When we get an airplane designed specifically for airfreight, for 
loading purposes, such as the C-132 or even the C-183 or the C-130, 
those airplanes obviously offer a great many efficiencies which are 
going to be very important to us. But there we need some stability, 
some permanency in order to get such aircraft designed. Such air- 
craft are essential to reduced unit costs which will permit rates to 
be brought down to levels competitive with other forms of transporta- 
tion so that the large volumes of freight required for this industry can 
be generated. The purchase of such aircraft will involve large out- 
lays of capital. Permanent certification will provide a basis for obtain- 
ing the necessary capital because of the long-term commitments it 
will enable us to make. 

Broadly speaking, the advantages of permanent certification are 
the elimination of the diverting and costly effects of protracted cer- 
tificate renewal proceedings, the assurance of continued operations 
and stability, and increased public confidence in air transportation. 
The specific benefits which these advantages produce may be sum- 
marized as follows: 

1. Adequate financing may be obtained for the large capital outlays 
required for improved, modern equipment and ground handling facili- 
ties—a period of 7 years is now required properly to depreciate DC-6A 
aircraft and even longer periods will be required for the much larger 
aircraft of the future. 

2. Long-term planning of operations regarding services and rates 
to the public may be undertaken. 

8. Shippers may be induced to rely on air transportation and to 
modify marketing techniques and business methods accordingly. 

4. Long-term commitments to aircraft manufacturers may be made 
to mmeae the development of more suitable and economical air- 
crait. 

5. Employee personnel programs may be established which will 
improve morale and attract competent employees. 

In that sense, Mr. Chairman, we do not have a pension plan, for 
example. This is something that we would like to inaugurate. But 
that takes a fairly long-term commitment. 

Senator Monroney. You are at a disadvantage then in competition 
with other airlines, aren’t you ? 

Mr, Rentzew. I think Mr. Sayen very aptly pointed it out, particu- 
larly in the case of skilled technical personnel who more or less have 
to make a commitment to an organization and stay with it, because 
their opportunities to change are limited after they get beyond, say, 
28 or 30 years old. 

Senator Bratz. What is the number of your permanent personnel ? 

Mr. Renrzer. We have 1,800 people. 

Senator Breie. Permanently employed ? 

Mr. Renrzeu. Yes, sir. 

Senator Brete. Thank you. 

Mr. Renrzev. These benefits and advantages will help the all-cargo 
earriers. They represent opportunities for the all-cargo carriers which 
are no more than equal to the opportunities available to other car- 
riers now enjoying permanent certification. And, of greater impor- 
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tance, they will further the public interest in a healthy and capable air- 
cargo industry which can better serve the needs of the public, the 
postal service, and national defense. We think the passage of this 
legislation is essential to fulfillment of the goal of adequate, efficient, 
and economic air-cargo transportation having the capability to respond 
to the needs of our growing economy. 

Senator Monroney. Thank you very much, Mr, Rentzel. I was 
impressed by what you said as to the need for bigger and more efficient 
planes, since it can no longer be considered a castoff-equipment in- 
dustry. It started that way, did it not? 

Mr. Renvzen. Yes, sir, 

Senator Monroney. You took whatever they dumped on you or 
whatever you could buy cheaply, and hoped you could do with that 
type of equipment. In battling with competitive situations, with 
ground transportation or truck transportation or air transportation, 
you had to go to bigger and more expensive aircraft, faster planes. 
In fact, the aircraft for the future for freight probably will be more 
expensive than the aircraft that will fly the deluxe passenger service. 

Mr. Renrze.. To some extent. Certainly, that would be true in 
the case of the C-132. It depends a lot on the amount of production 
that you have. But, on the other hand, the earning capacity of these 
aircraft is tremendous, and, therefore, we could substantiate their 
purchase on that basis. I want to emphasize, too, the fact that building 
an airplane for airfreight purposes builds into it a lot of efficiencies 
that go into your cost other than just your direct flying cost. The 
business of handling freight is a very expensive item for us, par- 
ticularly on the small-package basis. 

We have got to go to some form of containers to consolidate these 
shipments and minimize the handling. And, dealing with the trucker, 
particularly, but perhaps also with rail, where we are combining vari- 
ous forms of transportation, a container or movement of freight in 
bulk from one form of transportation to another is very important to 
us. But that, again, would lend itself if you had an airplane designed 
for airfreight purposes. 

Senator Monroney. And, in the purchase of your DC-6B’s, which 
is a million and a half dollars aircraft, you had to make long-term 
commitments even perhaps beyond the pay-out time of your certifica- 
tion or pretty close to that time. Is that true? 

Mr. Renrzev. That is absolutely right. After we were granted the 
renewal of our certificate last year, we placed an order for 5 DC-6 
aircraft which will not be delivered until next year, at which time we 
will have about 214 years left on our certificate to depreciate them. 

Senator Monroney. And the bankers ask questions about certifi- 
cates / 

Mr. Renrzex. They do. 

Senator Monronry. They might feel that the CAB might refuse to 
certify you, and, to get low interest rates and the best terms, a per- 
manent certificate would prove invaluable to you financially ? 

Mr. Rentzev. No question about it. 

Senator Monroney. You can’t hope to be competitive by buying see- 
ondhand, wornout, or castoff equipment. 

Mr. Renrzex. I have cited the example where we had to buy 8 DC- 
aircraft, and 7 more C-46’s for the simple reason we couldn’t obtaix 
the necessary efficient aircraft in a period of less than 24% years. 
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Senator Monronery. I imagine you don’t get too much priority of 
deliveries when the aircraft factories are not sure that you will be in 
business. 

Mr. Rentrzet. They are fine to us. They have been considerate. 
Both Lockheed and Douglas have been wonderful in working with 
the cargo carriers. 

Senator Monroney. They recognize that this is a new frontier, the 
men that I have talked to at Douglas and Lockheed, the biggest future 
of aviation, and that it has barely been scratched up to now. 

Mr. Renrze.. That is right, and it is the only form of transporta- 
tion that has any leverage left in it. Other forms of transportation 
have pretty much used their efficiency, and their rising costs of labor 
are translated into rising costs of rates almost at every juncture. [ 
think you can see that in both the trucking and airline industry, as 
well as other forms of transportation. We do have some definite lever- 
age left in this business. May I comment once more again on the 
subsidy question ? 

Senator Monroney. Yes. 

Mr. Rentzex. I know that some of the departments have made quite 
an issue as to the certification, that these all-cargo carriers would open 
the door to subsidy. 

Senator Monroney. Would that be in connection with the report 
that I have from the Department of Commerce? I think it might be 
wise to read that into the record at this point. Is that in connection 
with this? 

Mr. Renrzev. That is the type of thing that I had reference to. 

Senator Monroney. We have asked several of the departments to 
comment, and we have this letter from the Department of Commerce 
to Senator Magnuson. This is dated April 1, 1957 [reading]: 


DEAR Mr. CHAIRMAN: This letter is in reply to your request of March 5, 1957, 
for the views of this Department with respect to S. 1474, a bill to amend section 
401 (e) of the Civil Aeronautics Act, as amended. 

The bill would amend section 401 (e) of the Civil Aeronautics Act to provide 
for permanent certification by the Civil Aeronautics Board of domestic all-cargo 
(including mail) services which have been operated continuously since Novem- 
ber 15, 1956, pursuant to temporary certificates of public convenience and neces- 
sity. Certificates issued under the provisions of the bill would not entitle the 
holders to subsidy even though mail transportation may be authorized. 

This Department recommends against the enactment of S. 1474. 

The bill would principally affect Slick Airways, Inc., the Flying Tiger Line, 
Inc., Riddle Airlines, Inc., and AAXICO Airlines, Inc. The temporary certificates 
of Seaboard & Western Airlines, Inc., and Aerovias Sud Americana, Ine., which 
operate all-cargo services internationally, would not be affected. 

We still believe, as we have stated on other occasions of this nature in the 
past, that the carefully drawn standards provided in the Civil Aeronautics Act 
should be observed. Each domestic air-cargo carrier could at this time apply for 
a permanent certificate under the act. The Board would be obliged, under the 
act, to issue such an authorization if the standards prescribed by Congress for 
issuing such a certificate could be shown to be met. In our opinion, this is the 
preferable procedure, and it is undesirable from the standpoint of orderly de- 
velopment of a sound air-transportation system for permanent certificates to be 
granted to various air-carrier groups on a blanket basis by legislative action. 

However, legislation similar to that proposed in this bill has now been enacted 
into law with respect to the local service air carriers and the intra-Alaskan and 
intra-Hawaiian air carriers. In most respects, permanent certification of the 
domestic all-cargo carriers as a result of legislative action poses less problems 
than were posed in those other instances. This being the case, it is possible that 
we would not object to enactment if the bill did not provide for permanent cer- 
tification of recently inaugurated mail services. We believe that enactment of 
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this feature of the proposed legislation into law would be a particularly pre- 
mature action which, in spite of the bill’s apparent intent to the contrary, could 


ultimately result in an unjustifiable increase in the air carrier subsidy burden 
of the general taxpayer. 


The temporary certificates for the carriage of mail now held by Slick, Riddle, 
Tiger, and AAXICO were granted those carriers approximately 1 year ago by the 
Board. These certificates were granted until May 25, 1957. In authorizing serv- 
ice thereunder, the Board stated: 


“* * * we are pioneering in a new and untried field in authorizing freight 
carriers to participate in the movement of mail by air on a nonsubsidy basis. 
Thus, it is deemed proper to authorize the mail service on an experimental basis 
limited in duration. A 1-year trial period, we feel, should be adequate to test the 
soundness and value of the experiment.” 


In his dissenting opinion to the certification for mail transportation of the 
domestic all-cargo carriers, Board Member Gurney stated: 

“The all-cargo carriers, by the majority decision, now have their foot in the 
door leading directly to the Public Treasury. * * * To thus encourage new sub- 


sidy demands is a direct contradiction of the Board’s objective to reduce the 
subsidy needs of the industry.” 


The time is rapidly approaching when the Board can be expected to appraise 
the results of its l-year experiment. This Department strongly urges that no 
legislation be enacted which would make permanent the mail certificates of the 
domestic all-cargo carriers, at least until such appraisal by the Board has been 
completed and the results are available for congressional review. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee. 


Accordingly, this Department recommends against the enactment of S. 1474. 
Sincerely yours, 


SrncLAIR WEEKS, Secretary of Commerce. 

This is the most amazing document that I have ever seen come out 
of the Department in that while the bill provides for no subsidy what- 
soever, while they say in the first part of the statement that it does 
not and they have read that part of it, they are still fearful, in quoting 
a dissenting opinion, that it would open the door leading directly to 
the Public Treasur y. 

I wish you would comment on that. Why or how by any stretch of 
the human mind can it be deemed to create a subsidy position that the 
Government would be responsible for ? 

Mr. Rentzew. I don’t know how it could, sir. I don’t see it. There 
is no way. Certainly the legislation specifically denies the right of 
subsidy to those carriers. Secondly, the carriers themselves have not 
asked for subsidy. 

Thirdly, the Board’s present temporary ¢ certificate specifically pro- 
hibits subsidy, and specifies specifically that the mail be transported at 
a service rate which is comparable to other carriers operating between 
these points. I see no way in the world that these carriers could ob- 
tain subsidy on this basis by anything short of a complete reversal of 
the Board itself. 

Senator Monroney. The Board couldn’t authorize subsidy. 

Mr. Rentzev. The clause in the original grandfather certificate was 
a necessity—it was interpreted to be a nec essity on the part of the 
CAB and the Post Office Department to support the development of 
the air-transportation industry with subsidy as required. ‘There is 
nothing like that in our certificates at all. We did not get the grand- 
father certificates so we have no privileges of this type. 

In the case of the local carriers they were specific: ully created with 
subsidy. Their certificate so reads and since the separation of subsidy 
for mail pay, the subsidy bill is paid by the Board itself out of ap- 
propriations made by the Congress. 
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There is no set provision for airfreight carriers. 

Senator Monroney. It wouldn't be legal if the Board should at- 
tempt to pay. 

r. Renrzew. I don’t see how it could be. 

Senator Monroney. All this bill does is give you the right, if the 
Post Office Department wishes you to do it, to carry mail at a regular 
rate along with your other freight. Is that right? 

Mr. Rentzev. That is right. And only to the extent the Post Office 
Department wishes to make use of our services. 

Senator Monroney. That is right. They are the complete master 
of it. They don’t have to put on a single letter, or 10,000 letters. 

Mr. Renrzev. On some segments of our route we carry no mail. 
lf we don’t carry it, we don’t get paid, obviously. 

Senator Monroney. If you carry it you carry it at the air-freight 
rate and receive the service rate, which is comparable to the normal 
cost of carrying the mail, and you are paid by the Board on a non- 
subsidy basis? 

Mr. Rentzev, That is right. We have even offered to carry it at 
freight rates. 

Senator Monroney. You carry much of it. I noticed the volume of 
mail that you quoted. A great portion of it is first-class mail rather 
than airmail? 

Mr. Renrzex. That is right. A large proportion is first-class mail. 
And that goes because largely it was given to us by the Post Office De- 
partment because there was no comparable service. As a matter of 
fact, the Post Office Department asked us to initiate two flights in order 
to carry the bulk of this surface mail which we carry now, because there 
were no passenger flights at those hours. 

Senator Monronery. Permanent certification would allow you to 
earry mail. Really that is not a part of the experiment. The experi- 
ment is on the part of the Post Office Department; is it not? 

Mr. Renrzev. That is right. 

Senator Monronry. And at any time after your permanent cer- 
tification, if it decides to use these planes for mail or discontinue them 
or increase or decrease them, it can do so? 

Mr. Renvzev. That is right. 

Senator Monroney. So the inclusion of the right to carry mail is 
just a part of the right to carry almost any other article? 

Mr. Rentzeu. It is synonymous with property. Transportation of 
property is the transportation of things. Transportation of people 
is something else. And it is spelled out and we are a property car- 
rier. Mail is just one form of property. 
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Senator Monroney. So no subsidy could possibly be worked in? 

Mr. Rentrzet. We have never asked for any, we don’t want any. All 
we want is a chance to develop the business. 

Senator Monroney. You have gone as far as you possibly can, you 
have come a long way without it, and you don’t want to go back to try 
any other type of operation ? 

Mr. Renrzev. I think we have more flexibility as it is. 

Senator Monroney. The years 1955 and 1956 show a growth of mil- 
lions of ton-miles, almost doubled from 1955 to the last quarter of 
1956. Is that continuing to grow ¢ 

Mr. Renrzeu. Yes, sir. We are adding capacity all the time. One 
way we are adding capacity is by trying to put in more efficient air- 
craft as we go along, which have a bigger lift potential. 

Senator Monroney. Since we are talking about that, for the 4 quar- 
ters of 1956, while you carried 47,714 ton-miles of airfreight, you car- 
ried only 175.6 ton-miles of airmail, and 618.2 ton-miles of surface 
mail ? 

Mr. Renrzeu. Yes, sir. 

Senator Monroney. So both of those would be a very small factor in 
the overall important thing in your carriage of air cargo? 

Mr. Renrzev. Relative to the carriage of airfreight it is not a very 
large part of the business. 

Senator Monroney. It isa welcome part, I am sure. 

Mr. Renrzev. Yes, and we want that privilege because there may 
come a day when the Post Office Department will be in position to 
move a lot more mail by air, and we would like to participate in it. 
We think they will sane our services very definitely if they ever get 


around to that type of movement. 

Senator Monroney. Those figures that you submitted on table B 
will be included in the record, which show the part that Slick Airlines 
has placed in the percentage of the share of the national freight 
market. 
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(Chart and tables submitted by Slick Airways follow :) 


CHART I 
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Taste A.—Slick Airways, Inc., common carrier ton-miles, 1955 and 1956 




















| | 
| | Mail 
| Freight | Express |___ # Total 
Air | Surface 
x et a ee ee ee : SE Se ree ae ae ee a Fer ge f 
1955—I a 7 | 8,431.5 | on-|-neneeeeeefe-ntetens- 8, 431. 5 
II 2 ; 9, 020. 5 | = 3.2| 9,023.7 
ll | 11, 139.1 | ol _.--| 1087] 11,247.8 
IV | 13, 285.1 | -----| 109.4 | 13, 304.5 
Total... | 41, 876.1 | -| 221.3 | 42,097. 4 
1956—I | 9,145.5]... |...._._.| 14.8 }9 280.8 
Il | 10, 396. 1 32.9 29.4| 174.8} 10,633.2 
EEN. eicaes j | 12, 291.0 173.0 80.4/ 146.9] 12,690.9 
Va: | 15, 881.7 341.3 66.2| 182.2] 16,471.4 
o | = Adee cneniuaiongs — — » 
Total.- 47, 714.3 | 547. 2 | 175.6 618.2 | 49,055.3 


Source: CAB Form 4ls. 


TaBLe B.—Slick Airways, Inc., share of the Big Five transcontinental common 
carrier airfreight market 











- 

| SLI | AAL | FTL | UAL | TWA | Total {SLI share 

Millions of ton-miles Percent 

ee 5S (PSST Sa < a Rik Pe ee Shy aed ‘| by HE, 

1955. 41.9 67.0 | 46.9 | 39. 6 24.4 222.8 18.8 

1956—January eer 4.8 | 4.3 | 3.0 18} 168 17.8 

February -- _- | 2.9 | 4.4 | 4.4 | 3.0 | 1.8 | 16. 6 17.4 

March... 3.3 5.4 | 4.6 | 3.7 2.0 | 19.0 17.2 

April 2.9 4.8 | 4.5 | 3.1 1.7 | 171 | 17.3 

May. 3.8 | 5.4 | 4.5 | 3.9 | 1.8 | 19. 4 19.4 

June __- 3.7 | 5.6 | 4.3 | 4.2 | 1.8 | 19.6 | 18.8 

July. - - 3.4 | 5.4 | 3.7 | 4.0 | 16| 182] 18.9 

August... 4.4 6.7 | 4.5 | 5.0 | 2.0 | 22. 6 | 19.3 

September - 4.5 | 6.7 | 4.6 | 5.0 | 2.2 23.1 19. 5 

October 5.6 7.5 | 5.4 5.4 | 2.4 | 26. 4 21.4 

November - 5.3 7.3 | 5.0 46 2.3 24.6 | 21.7 

December __ 4.9 7.2 | 5.1 4.9 2.2 | 24.3 20.3 
adn ei hmmm lh 

Year- 47.7 71.2 | 56.0 50. 0 23.7 | 248.5 | 19. 2 


Source: CAB Form 4ls. 
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TABLE C.—All-cargo aircraft carries about 70 percent of the Big Five 
transcontinental common carrier airfreight 




















All-cargo aircraft Combination aircraft 
| Grand | 
total | | | 

| Total | SLI | FTL | AAL | UAL | TWA | Total | AAL | UAL | TWA 

|———— sions 

_Millions of ton-miles 

| 
Se ccunds | 178.7 118.8 48.6 37.9 14.2 11.4 6.7 54.9 30.8 15.2 8.9 
. eee | 180.1 123.1 43.6 37.7 20.8 12.4 8.6 57.0 31.5 15.2 10.3 
eee | 171.3 115. 2 34.9 27.4 26. 5 15.9 10.5 56.1 27.5 17.7 10.9 
PE 6 tae 219.8 145, 4 41.9 46.9 30. 8 15.4 10.4 74.4 36. 2 24.2 14.0 
1956... -| 248. 6 172.9 47.7 56.0 36.3 23.6 9.3 75.7 34.9 26.4 14.4 
1952-56 -| 993. 5 675.4 216.7 205. 9 128. 6 78.7 45.5 318.1 160.9 98.7 58.5 

} Percent 
ecnninnn 100. 0 69.5 19. 2 22.5 14.6 9.5 3.7 30.5 14.0 10. 6 5.8 
Wie a seskclccesaes 100. 6 27.6 32.4 21.0 13.6 5.4} 100.0 46.1 34.9 19.0 
1952-56 100.0 68.0 21.8 20.7 12.9 7.9 4.6 32.0 16.2 9.9 5.9 
1969-58... is} -...20-5 100. 0 32.1 30. 5 19.0 11.7 6.7} 100.0 50.6 31.0 18.4 


Source: CAB Form 4ls. 


Senator Monronry. Your share for the year 1956 indicates that 
you have carried 19.2 percent of the total. : 

Mr. Renrzeu. On an average basis for that year; yes, sir, total air- 
freight movement. 

Senator Monroney. Which is an increase of about four-tenths of 1 
percent. 

When you consider the percentage as to all-cargo aircraft, your per- 
centage does go up to a considerably higher figure / 

Mr. RENTZEL. Yes, sir; it runs over the 4-year period 32 percent of 
the all-cargo type. 

Senator Monroney. That is because 

Mr. Rentze. As you will note, Mr. Chairman, the combination air- 
craft operated by our 3 principal competitors carried roughly 50 per- 
cent. of the freight which those 3 carriers moved, more in the instance 
of United and TWA, and less in the case of American. 

Senator Monroney. That is on table C? 

Mr. Rentzeu. Yes, sir. 

Senator Monronery. But the movement of all-cargo freight is con- 
tinuing to grow at a more rapid rate, as the table shows, than the 
combination ? 

Mr. Rentzet. That is right, because of the restrictions as to the type 
of thing that can be moved by combination aircraft. 

Senator Monroney. Departure time ‘is tailored in all-cargo to the 
convenience of the shipper ? 

Mr. Renrzet. That is right. 

Senator Monroney. Do you have any questions ? 

Senator Bratz. No; I have no further questions. I think it is an 
excellent statement. 

Senator Monroney. It is an excellent statement. 

We appreciate very much your testifying before us. 








50 DOMESTIC ALL-CARGO AIR CARRIERS 


(Mr. Rentzel’s prepared statement follows :) 


STATEMENT OF DELoS W. RENTZEL, CHAIRMAN OF THE BOARD OF DIRECTORS OF 
Stick AIRWAYS, INC. 


Mr. Chairman and members of the committee, I appreciate the opportunity of 
appearing before your committee in support of S. 1474. Since November 1954, I 
have been chairman of the board of directors of Slick Airways, Inc. Previously, 
I spent a number of years in Government in which I had occasion to consider ac- 
tively many of the problems of air transportation some of which are involved in 
8.1474. Among my Government posts have been : 

Chairman of the Civil Aeronautics Board (1950) 

Under Secretary of Commerce for Transportation (1951) 

Chairman of the Air Coordinating Committee (1950-51) 

Chairman of the Civil Aviation Mobilization Division of the National Security 
Resources Board (1950-52) 


INTRODUCTION 


The all-cargo carriers are the only branch of the air transport industry which 
has been developed without the aid of airmail subsidy. They are also the only 
remaining segment of the certificated air transport industry which does not 
have the benefits of permanent certification. In 1955 Congress found it appro- 
priate to legislate permanent certification for the local service lines (49 U.S. C., 
sec. 487 (e) (3)). In the same year Congress passed legislation for permanent 
certification of Alaskan carriers some of which were operating pursuant to mere 
exemption authority (49 U. S. C., sec. 487 (e) (4)). The proposed legislation, 
S. 1474, is the next logical step in the direction thus charted by Congress for 
placing the air transport industry on the firm foundation of permanent certifica- 
tion. 

Great strides have been made in the air carriage of cargo since the days of the 
first mailplanes and since the first airfreight tariff was published in 1944. An 
estimated 1,600,000 ton-miles of airfreight were carried by the domestic industry 
in 1945. This grew to over 290 million ton-miles in 1956. As good as this 
might appear to be, there is still a vast untapped market for airfreight. The 
potential market extends almost to the limits of the multifarious products mar- 
keted by all our industries. We are striving to reach this market with air 
transportation and we believe we are on the threshold of doing so. The attain- 
ment of this goal will require public confidence in airfreight as well as service 
improvements and economies in operation leading ultimately to reduced rates 
competitive with other forms of transportation. 

The all-cargo carriers have demonstrated that they are necessary to the at- 
tainment of these objectives for airfreight. They have in the past contributed 
heavily in time, funds, and energies to the development of this business. They 
have carried over one-third of all the domestic freight transported by air since 
1945. They have carried well over one-half of all domestic freight transported 
in all-cargo aircraft. They have been and continue to be a major source of 
transportation for our National Defense Establishment. In addition, while scor- 
ing these achievements the all-cargo carriers have initiated service innovations 
and other improvements which have promoted airfreight. These developments 
have been achieved despite the uncertainties and obstacles of temporary certifica- 
tion and without benefit of mail subsidies. 

The contributions of the all-cargo carriers to the development of airfreight 
can and will continue. But the job ahead requires an even greater contribution 
than in the past. Permanent certification of these carriers is, in our judgment, 
one of the first steps required in the direction of accomplishing the job ahead. 
It will remove one of the major impediments to a healthy, stable, and expanding 
air cargo transport industry. It will increase public confidence in airfreight 
and enable the all-cargo carriers to make the long-term commitments essential 
to their success. 

Improvements in opportunities and operations of the all-cargo carriers, such 
as would be brought about by permanent certification, would give life and sub- 
stance to one of the major purposes of the Civil Aeronautics Act, viz: 

“The encouragement and development of an air-transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce 
of the United States, of the postal service, and of the national defense.” (25 
Stat. 980, 49 U. S. C., see. 402). 
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Further, permanently certificating these carriers would implement the Air 
Coordinating Committee’s recommendation that— 

“The further development of the air cargo industry, with particular emphasis 
on all-cargo services, is in the national interest and should be encouraged.” * 
[Emphasis supplied. } 

These are in brief the general considerations which we believe invite favorable 
consideration of 8S. 1474. A few facts about Slick Airways and the benefits which 
all-cargo carriers have brought to air cargo transportation will show the more 
important details underlying these considerations. 


SOME FACTS ABOUT SLICK AIRWAYS AND ITS CERTIFICATION PROBLEMS 


Slick Airways was organized in 1946 by a group of men who were willing to 
undertake the risks of a new postwar industry viz, the carriage of cargo by 
air in commercial transportation. The techniques, methods, and equipment for 
handling quantity movements of freight by air were developed during the war 
by the military services. These were employed in the early operations of Slick 
Airways. 

In the beginning Slick operated pursuant to an exemption granted by the 
Civil Aeronautics Board. It applied in March 1946, fer a certificate of public 
convenience and necessity for the carriage of property only. A temporary 5- 
year certifiéate was finally issued by the Board in August 19492 Proceedings 
for judicial review resulted in a decision in 1951 by the United States Court of 
Appeals for the District of Columbia affirming the Board’s order.’ 

The original certificate issued by the Board expired in August 1954. Appli- 
cation for renewal was filed by Slick. Hearings on the renewal application were 
closed in May of 1955, and the certificate was renewed for another 5 years as to 
properity, in May 1956. 

In the original certificate proceeding in 1949 Slick was denied the right to 
carry air express. The passenger carriers were then incurring substantial 
losses in revenues and it was feared additional revenues could be lost through 
diversion of air express to the all-cargo carriers. However, the revenue position 
of the passenger carriers became vastly improved by the time of our certificate 
renewal proceedings and, in fact, they were then reporting substantial profits. 
In view of this changed situation the restriction on air express was not renewed 
in Slick’s renewal certificate. Slick carried 547,000 ton-miles of air express in 
1956. 

In the original certificate proceeding Slick did not seek authority to carry 
airmail because at that time subsidy was tied to the right to carry mail and Slick 
did not seek subsidy. It later became apparent that mail authority need not be 
accompanied by subsidy rights. Accordingly, Slick sought authority to carry 
mail when it applied for renewal of its certificate. The Board granted Slick 
and the other all-cargo carriers the right to carry mail without any right to sub- 
sidy for a 1-year period to expire on May 24, 1957.4 Slick is now engaged in the 
transportation of airmail and surface mail and the Post Office Department has 
found its services to be a valuable addition to its mail transportation program. 
Slick has carried 176,000 ton-miles of air mail and 840,000 ton-miles of surface 
mail since it obtained authority for this transportation. 

Certificate proceedings have imposed a substantial drain on the financial re- 
sources of the company and on the time of executive personnel. This has hin- 
dered the development of Slick as an all-cargo carrier. Out of 11 years of 
operations since 1946 Slick has been engaged in two costly certificate proceed- 
ings extending over a period of 5% years. 

There have been other problems. The equipment problem is an example. As 
you know, equipment must be ordered from aircraft manufacturers with long 
lead times. Temporary certification covers a period which is often less than the 
period required by aircraft*manufacturers for delivery of aircraft. This-places 
us at a disadvantage with aircraft manufacturers and in the money market. It 
also forces us at times to acquire less efficient, higher cost equipment to meet our 
capacity needs on a short-run basis. This has increased costs. 

In addition, although there has been an almost phenomenal growth in air- 
freight volume since 1946 and it is still growing rapidly, it has not grown as much 


1The President's Air Coordinating Committee, Civil Air Policy (May 1954), p. 23. 

2 Air Freight case, 10 C. A. B. 572 (1949). 

% American Airlines et al. vy. Civil Aeronautics Board, 192 F. 2d 417 (D. C. Cir. 1951). 
4 Slick has recently applied for renewal of its mail carrying authority. 
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as expected. This has kept unit costs up, requiring rates at higher levels than 
permissible for reaching any more than a fraction of the potential airfreight 
market. Even so, rates are not now as high as needed fully to recover costs. 

Thus, at the moment, the airfreight industry, although growing rapidly, is 
still faced with problems usual for pioneers in any transportation field. The 
combination carriers which operate in this field to any substantial degree have 
undertaken to meet these problems by underwriting freight operations with 
their passenger business. We in the all-cargo carrier industry have attempted 
to achieve the same result as the combination carriers by augmenting freight 
operations with such businesses as charter and maintenance services and the 
like. 

All of these problems would not, of course, be solved immediately by perma- 
nent certification. However, such certification is the first step necessary to their 
solution. Aside from eliminating the drain on the company’s resources resulting 
from extended renewal proceedings, it would enable us to obtain more adequate 
financing for acquisitions of better aircraft and ground handling equipment. 
Also, through better equipment, service improvements would be possible. With 
these improvements and permanent status public confidence in air freight would 
be enhanced, thus inducing industry to adapt marketing techniques and business 
methods to airfreight transportation. 

The Armed Forces have already recognized the savings in distribution and 
warehousing costs which are possible with air transportation and today they 
are utilizing air transportation for much of their logistic system. These savings 
would cause industry to make greater use of air transportation if it were 
assured that airfreight is here to stay and it would be so assured by permanent 
certification of these carriers. The increased volumes and reduced unit costs 
which would result from permanent certification would enable the all-cargo 
carriers to reduce rates to levels required to attract the volumes of airfreight 
expected for this industry. 

Despite problems, Slick has shown that it is a useful and valuable member 
of the air transport industry. In the years 1946, 1947, and 1948 Slick handled 
more airfreight than any other carrier, carrying over 11 million ton-miles in 1946 
and over 21 million ton-miles in 1947 and again in 1948. In 1949 Slick dropped 
behind American Airlines in airfreight. However, in 1950 it regained its leader- 
ship and once again carried more freight than any other carrier. It continued 
to carry the greatest volumes of any airfreight carrier in 1951 and 1952. 

In 1958 Slick undertook to merge with the Flying Tiger Line. The merger had 
to be abandoned in 1954 due in part to labor protective provisions attached to 
CAB approval which proved far too burdensome for the merging companies to 
sustain. During this period Slick lost its position of leadership in the industry, its 
airfreight operations dropping from over 48 million ton-miles in 1952 to less 
than 35 million ton-miles in 1954. 

Under new management since 1954, Slick is regaining its position in the indus- 
try. In 1955 it transported over 41 million ton-miles of airfreight. In 1956 this 
increased to over 47 million ton-miles. Chart I attached to this statement and 
the accompanying table A show the steady growth in traffic experienced by Slick 
since 1954. Table B also attached hereto shows the amount of total domestic 
airfreight carried by Slick as compared with other major transcontinental 
earriers. An overall company profit in the amount of $327,429 was realized 
by Slick in 1956. As these statistics indicate, the future looks better and brighter. 

Slick’s fleet now consists of 8 DC-6A aircraft, 6 owned and 2 on lease from 
the Defense Department, 8 DC—4 aircraft and 13 C—46 aircraft. Among the air- 
craft that have been used for cargo operations to any substantial degree, the 
DC-6A is the most efficient aircraft available at this time. We have 5 such air- 
craft on order for delivery in 1958. With this fleet Slick is prepared to resume 
with full vigor the role it traditionally played in the development of airfreight. 

There is every reason to believe that with permanent certification airfreight 
accomplishments by Slick and the other all-cargo carriers in the future will be 
more significant, more rapid and more enduring than those achieved in the past. 


BENEFITS WHICH THE ALL-CARGO CARRIERS HAVE BROUGHT TO THE AIR CARGO 
INDUSTRY 


The contributions of Slick and the other all-cargo carriers to the progress and 
growth of airfreight are many and they have received public acknowledgment 
by the Civil Aeronautics Board and other governmental agencies. A brief review 
of those contributions will, we believe, demonstrate that these carriers have 
earned permanent certification. 
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Airfreight rates to the public have been lowered as a result of the operations 
of these carriers." 

In addition, the all-cargo carriers are specialists devoting their scheduled oper- 
ations to only one form of traffic, viz, cargo. In the performance of scheduled 
service they must and do bend every effort to meeting the needs of cargo service 
without subordinating cargo traffic to the needs, desires or profitability of other 
forms of traffic. 

It was found in our certificate renewal case that freight reaches its peak in 
the late evening and early morning hours whereas passenger flights operate more 
frequently in the day time.® It was further found that the success of airfreight 
in the future will depend increasingly on large volume shipments, giving all- 
cargo aircraft and all-cargo carriers an even more important role in the future 
than in the past.” The importance of all-cargo aircraft to airfreight is shown in 
chart II and accomapnying table C attached to this statement. The chart and 
table show that in 1956 all-cargo aircraft carried about 70 percent of all the 
freight transported by the Big Five transcontinental carriers of airfreight. 

The value of all-cargo service was recognized by the Air Coordinating Com- 
mittee which strongly recommended further development of this type of service: 

“Experience indicates that flights primarily timed to the needs of passenger 
traffic are not always well adapted to the movement of cargo. Combination air- 
craft frequently are unable to accommodate proffered shipments because of weight 
or bulk. If the use of air cargo is to grow on a sound basis it appears necessary 
that increased airlift must be provided with aircraft designed specifically for 
cargo and operated on schedules dictated specifically by the needs of cargo 
traffic.” * 

The Air Coordinating Committee also urged increased use of commercial air 
cargo facilities by Government agencies. It further noted the value of such 
facilities to the Defense Establishment, saying : 

“Proper growth of the air cargo industry will provide, in addition to economic 
benefits, a civil air cargo fleet forming a substantial security asset in event of 
national mobilization.” * 

In addition to providing a standby reserve of airlift capacity for national 
emergency use, the all-cargo carriers have already performed substantial services 
in furtherance of our defense efforts. Slick, for example, participated in the 
Korean airlift and in the DEW line operation. During the first 11 months of 1956 
Slick flew over 3 million air-miles for the Department of Defense. Slick and the 
other all-cargo carriers will continue to be able to provide these services to the 
Department of Defense. 

Parenthetically it may be observed that one of the most important require- 
ments for air logistics is the availability of increasingly heavy logistics aircraft 
which can be made readily available to the Department of Defense to meet the 
United States international commitments both in peace and war. The type of 
aircraft which will be most useful to the Department for air logistics purposes 
will be the same type of aircraft which will provide the lowest cost, high volume 
commercial airfreight operation in the United States. 

Another contribution to the promotion of air cargo by the all-cargo carriers is 
indicated by the finding in the certificate renewal case that these carriers “have 
provided and will continue to provide the only feasible yardstick for measuring 
the cost of airfreight service in all-cargo equipment.”* This is important to an 
industry which has become cost conscious in the establishment of rates and which 
cannot develop soundly without predicating its operations on costs. 


SUMMARY AND CONCLUSIONS 


The matters to which I have referred are not a complete catalog of the contri- 
butions of the all-cargo carriers to our ever-expanding and developing air cargo 
industry. However, they sufficiently reflect the position these carriers have 


5It was found by the examiner, and adopted by the Board, in our certificate renewal case 
that “the services of Slick and Tigers have had the effect of lowering rates at points 
served in common with the passenger carriers” (Air Freight Certificate Renewal case, 
Cc. A. B. Docket No. 4770 et al., Order No. E-10084 (March 12, 1956), appendix (Exam- 
iner’s Initial Decision), p. 62). 

6 Air Freight Certificate Renewal case, supra, appendix (Examiner’s Initial Decision), 
p. 22. 

7 Loe, cit., p. 68. 

8 The President’s Air Coordinating Committee, Civil Air Policy (May 1954). p. 23. 

a Freight Certificate Renewal case, supra, appendix (Examiner’s Initial Decision), 
p. 61. 
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attained in this industry. That position merits permanent status. It shows, in 
my judgment, that these carriers are essential to the full and successful develop- 
ment of air cargo transportation. Permanent certification will confer on these 
carriers the benefits as well as the responsibility of sustaining airfreight growth, 
a responsibility they have assumed in the past without benefit of subsidy or 
permanent. certification. They do. not, seek subsidy. but they do seek the benefits 
of permanent certification which will continue as long as they remain alert and 
responsivle to their obligations to the public, the postal service and national 
defense. 

The economic future of the all-cargo business is tied to the purchase of large 
aircraft of an improved modern design specially suited to all-cargo operations. 
Such aircraft are essential to reduced unit costs which will permit rates to be 
brought down to levels competitive with other forms of transportation so that 
the large volumes of freight required for this industry can be generated. The 
purchase of such aircraft will involve large outlays of capital. Permaneni cer- 
tification will provide a basis for obtaining the necessary capital because of the 
long term commitments it will enable us to make. 

Broadly speaking, the advantages of permanent certification are the elimina- 
tion of the diverting and costly effects of protracted certificate renewal proceed- 
ings, the assurance of continued operations and stability, and increased public 
confidence in air transportation. The specific benefits which these advantages 
produce may be summarized as follows: 

1. Adequate financing may be obtained for the large capital outlays required 
for improved, modern equipment and ground handling facilities (a period of 
seven years is now required properly to depreciate DC-6A aircraft and even 
longer periods will be required for the much larger aircraft of the future) ; 

2. Long-term planning of operations regarding services and rates to the pub- 
lic may be undertaken ; 

3. Shippers may be induced to rely on air transportation and to modify mar- 
keting techniques and business methods accordingly ; 

4. Long-term commitments to aircraft manufacturers may be made to en- 
courage the development of more suitable and economical aircraft; and 

5. Employees personnel programs may be established which will improve 
morale and attract competent employees. 

These benefits and advantages will help the all-cargo carriers. They represent 
opportunities for the all-cargo carriers which are no more than equal to the 
opportunities available to other carriers now enjoying permanent certification. 
And of greater importance, they will further the public interest in a health and 
capable air cargo industry which can better serve the needs of the public, the 
postal service and national defense. We think the passage of this, legislation 
is essential to fulfillment of the goal of adequate, efficient and economic air cargo 
transportation having the capability to respond to the needs of our growing 
economy. 


Senator Monroney. It will probably be impossible to get the other 
members of the committee to attend a session this afternoon ; therefore, 
the committee will stand in recess until 10 o’clock tomorrow morning 
when we will resume the hearing. 

(Thereupon, at 12:35 p. m., the subcommittee was adjourned, to 
reconvene at 10 a.m. Thursday, April 4, 1957.) 
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THURSDAY, APRIL 4, 1957 


Unirep Srares SENATE, 
COMMITTEE ON INTERSTATE AND Foreign COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D. C. 

The subcommittee met, at 10:10 a. m., in room F-39, United States 
Capitol, Hon. A. S. Mike Monroney presiding. 

Senator Monroney. The Subcommittee on Aviation of the Commit- 
tee on Interstate and Foreign Commerce will resume its hearings on 
S. 1474. Yesterday we heard testimony by the Civil Aeronautics 
Board, and by the Department of Commerce, and testimony by Slick 
Airways through Mr. Delos Rentzel. 

Today we have the statement of the president of the Flying Tiger 
Line, which will be presented to us by Mr. George S. Oberdorf, assis- 
tant to the president. We regret that the president had to leave be- 
fore we could hear him today, but we would like to have the state- 
ment read into the record. 

Will vou come forward and present it, Mr. Oberdorf ? 

At this point, before we start, I would like to introduce for the rec- 
crd these charts taken from the figures submitted by the Civil Aero- 
nautics Board on the growth of airfreight, both scheduled and non- 
scheduled, and both by the airlines and especially all-cargo carriers. 
We will try to have these reproduced in black and white to be a part 
of our committee hearings so that the full Senate can have advantage 
of them if the bill is reported. 
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(The chart referred to follows :) 
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Senator Monroney. Mr. Oberdorf, we are glad to have you here. 
We regret we couldn’t hear your president. Had we known he was 
leaving we could have scbedilies a special meeting yesterday afternoon 
to allow him to present his testimony. 
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STATEMENT OF ROBERT W. PRESCOTT, PRESIDENT, THE FLYING 
TIGER LINE, INC., AS READ BY GEORGE S. OBERDORF, ASSISTANT 
TO THE PRESIDENT 


Mr. Opserporr. I have a letter accompanying the statement. It is 
addressed to you, Mr. Chairman [reading]: 


My Dear Senator Monroney: As president of the Flying Tiger Line, Inc., I 
naturally am very much interested in and in favor of bill 8. 1474 pending before 
your committee, which would grant permanent certification to the cargo carriers 
such as Flying Tigers. 

I have been in Washington and had hoped to have the opportunity of appearing 
before your committee. Copies of my statement have been provided the com- 
mittee. 

Unfortunately for me, your committee did not reach bill S. 1474 before April 
3, 1957, and then the hearing adjourned before you could reach Flying Tigers. 
I have found it imperative to leave Washington and will be unable to appear 
before your committee in person on April 4. 

I enclose a copy of my statement and ask that you permit it to be put into the 
record. May I take this opportunity to thank you and the other members of 
the Aviation Subcommittee for the considered attention you are giving to the 
problems of the cargo carriers. 

Sincerely yours, 
Rosert W. Prescott, President, 


In order to speed up the hearing I would like to submit the statement. 
I believe that I would prefer to submit it rather than to take the time 
of this committee to read it. 

Senator Monroney. That will be perfectly all right. We will make 
it a matter of record. We wanted to extend you the courtesy of read- 
ing the statement if you cared to do so. We regret we did not know 
that your president had to leave yesterday. If we had, we could have 
had a special afternoon session. 

Mr. Operporr. I would be happy to read it. 

=e Monroney. The committee would be glad to have you 
read it. 

Mr. Operporr. It would be a rather long drawn out session to read 
it. Ithought if I submitted it it would save your time. 

Following is the statement of the Flying Tiger Line, Inc. : 


Mr. Chairman and members of the committee, my name is Robert W. Prescott. 
I am president of the Flying Tiger Line, Inc. with headquarters in Burbank, 
Calif. My company is the largest of the all-cargo carriers. We are operating 
pursuant to a certificate of public convenience and necessity issued by the Civil 
Aeronautics Board in March 1956 permitting us to engage in common ¢arriage 
of property only for a period of 5 years and granting us the right to carry mail 
for a 1-year period to expire on May 24, 1957. We—as well as all other all-cargo 
carriers similarly situated—have recently applied for renewal of our mail-carry- 
ing authority. 

The Flying Tiger Line, Inc. does not have the authority to carry passengers 
either as a common Carrier or as a carrier performing charters or special sevices: 
however, we are presently engaged in the carriage of passengers—and cargo— 
under contracts with the military, and summer tourist flights across the Atlantic. 
These passenger charter activities are conducted pursuant to exemption orders 
issued by the Civil Aeronautics Board. 

I would like to take this opportunity to give you a brief thumbnail sketch of 
our business history. It seems both timely and appropriate to give you the story 
of the air-cargo industry—where we have been, where we are going, and the sort 
of regulatory climate we require to endure and prosper. 

In 1949 the Civil Aeronautics Board crossed its fingers and after a long and 
costly proceeding issued experimental certificates to four property only carriers. 
A fifth, Riddle Airlines, was certificated to Puerto Rico 2 years later. Last 
year the Board renewed for a 5-year period the certificates of Flying Tigers and 
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Slick and certificated Riddle Airlines and American Export & Import Co. domesti- 
cally. These four carriers now constitute the domestic airfreight industry. 

A certificate is both a privilege and a mandate. We were told to take our 
blueprint into the practical laboratory of competition and hard knocks to see if 
we could effect and make useful a new transportation service. The Civil Aero- 
nautics Board stipulated that the experiment was not to cost the taxpayers one 
cent by way of subsidy. It hasn’t. We have succeeded even in the face of the 
rough, tough competition of the passenger carriers who have freely used the mail- 
traffic and subsidy rates to wage a competitive battle for airfreight. 

The experimental period of 5 years expired in August 1954. Prior to midsum- 
mer application for renewal was filed by Flying Tigers and Slick, the other all- 
cargo carriers had applied for certificates. Hearings on the applications were 
concluded in May 1955. Our certificate was renewed as to property in May 1956. 

We brought into the hearing in 1955 a lot of experience, some very definite 
findings and some very firm convictions. We were far wiser than we were at the 
beginning of the first experimental period. From a practical point of view, 
with all modesty aside, we believe that we know more about this airfreight 
business than any other company in the business. We think we have demon- 
strated that there is a place in the air for an air-freight industry only as a full 
partner in the national air-transportation program. 

In the original certificate proceeding in 1949 the all-cargo carriers were denied 
the right to carry air express. The passenger carriers were then incurring sub- 
stantial losses in revenue and the Board feared additional revenues might be 
lost through diversion of air express to the all-cargo carriers. However, the 
position of the passenger carriers had become vastly improved by the time of the 
certificate renewal hearing and they were then reporting substantial profits. In 
light of this changed situation the restriction on air express was not renewed 
in Flying Tigers’ renewal certificate. Under our renewed certificate we are now 
earrying air express. 

In the original certificate proceeding Flying Tigers did not seek authority to 
earry air mail. It later became apparent that mail authority need not be ac- 
companied by subsidy rights. Flying Tigers sought and after a long struggle, 
secured an exemption permitting it to participate in the movement of first-class 
mail by air. It sought authority to carry mail when it applied for renewal 
of its certificate. The Board granted the right to carry mail—without any right 
to subsidy—for a 1-year period to expire on May 24, 1957. As I have already 
stated application has already been made for renewal of the mail-carrying au- 
thority 

When the 1938 Civil Aeronautics Act was passed the Congress ordered the 
Civil Aeronautics Board to foster a growth pattern in air transportation that 
would be responsive to the present and future needs of the commerce of the 
United States, the postal service, and the national defense. This was and still 
is a very sound frame of reference. I believe that the airfreight industry’s 
performance and our future role in the air transportation system should be 
tested against these legislative requirements. 

Let us first consider our contribution to the needs of commerce of the United 
States. The experience of both ourselves and the passenger carriers engaged in 
airfreight movements demonstrates that the airfreight business is entirely dif- 
ferent from the air-passenger business. In the first place, airfreight is more in- 
terested in the calendar than it is in the clock. So long as we guarantee first or 
second morning delivery, the freight cares little whether it leaves the dock at 9 
o'clock or at midnight, but it does insist largely upon traveling at night. Freight 
planes therefore usually sleep in the daytime and work at night—just the reverse 
of passenger planes. 

More than half of the airborne freight of the country is now being carried 
in all-cargo planes. The value of the all-cargo service was recognized by the 
Air Coordinating Committee which strongly recommended further development 
of this type of service: 

“If the use of air cargo is to grow on a sound basis it appears necessary that 
increased airlift must be provided with aircraft designed specifically for cargo 
and operated on schedules dictated specifically by the needs of cargo traffic” (Air 
Coordinating Committee, Civil Air Policy (May 1954) p. 23). 

In our recent certificate renewal case it was found that the success of air- 
freight in the future will depend increasingly on large volume shipments, giving 
all-cargo aircraft and all-cargo earriers an even more important role in the 
future than in the past (Air Freight Certificate Renewal case, Docket No. 4770, 
et al., Examiner’s Initial Decision, p. 22). This finding by the examiner was 
affirmed by the Board, which further stated (Order E—10084, p. 9) : 
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“We are convinced, as was the examiner, that these carriers are performing 
a useful public service and that their services are required to exploit our vast 
untapped cargo potential in the interest of our commercial needs, and, to develop 
an adequate air-cargo industry responsive to the needs of our national defense. 
Since freight carriers thus represent an important segment in our integrated air- 
transportation system, we would be derelict in our duty if we did not give them 
as much aid and encouragement for economic survival as we can within the 
framework of the act.” 

Once recognized as a vital contribution to the air commerce of the Nation, 
the airfreight industry must be granted regulatory rights that will enable it to 
prosper. 

Let me next discuss the contribution of the airfreight industry to the national 
defense. The role of the airfreight carriers in the national defense can be dem- 
onstrated simply by a look at the record. In 1947, even before its certification, the 
Flying Tiger line operated a 50-plane airline across the Pacific for the Air Trans- 
port Command. 

Since 1949, our contract operations for the Department of Defense in connection 
with the Berlin airlift, the Korean war, and the military buildup, together with 
the carriage of materiel on a regular common carrier freight service constitutes, 
I believe, the largest single air contribution to national defense of any airline 
under the American flag. 

This in no sense is intended to imply criticism of any other carrier’s contribu- 
tion. It is merely intended to point out that the all-cargo carrier by design and 
by the very flexibility of its operations is more quickly adaptable to the popup 
type of military requirement than is the passenger carrier whose schedule is 
rigid and who is actually serving communities rather than shippers. 

The need for the cargo’ carrier in national defense planning is increasing. We 
are adopting a philosophy and a practical method of centrally locating our mili- 
tary forces and their logistic supply. We are depending upon rapid and adequate 
mobility to put them in the right place at the right time. This military posture 
depends entirely upon adequate air transportation. The expense of keeping in 
being a large enough fleet of modern transport aircraft, capable of carrying 
cargo rather than passengers to meet defense emergency needs would be enormous 
unless this fleet can to some extent earn its keep. 

The Department of Defense appeared in the recently conducted hearings on the 
renewal of the all-cargo certificates and through its witnesses stated that it had 
a vital interest in the availability of efficient and economical air freight transpor- 
tation to meet its substantial transportation needs. It pointed out that in 1953 
the Department shipped 54 million pounds of airfreight via commercial trans- 
portation representing 44% million ton-miles. The Department stated that it has 
a continuing need for commercial air transportation throughout the United States 
and that in the event of mobilization it anticipates that an additional airlift 
requirement of significant proportions can be satisfied only by cargo-configurated 
aircraft operated on cargo schedules. 

The operation of aircraft in cargo configuration, according to the Department, 
is in the interest of national defense since these aircraft are suitable or can be 
quickly converted to military use. In addition, the Department stated that the 
great reservoir of skilled: personnel, equipment, and facilities devoted to the 
movement of air freight would be a national asset of great value in the trans- 
portation of materiel under emergency conditions. 

If the military acquires the planes it will have burdensome operating costs 
added to burdensome capital requirements. The air cargo industry, however, 
can to a large extent solve this problem; and our free-enterprise system, if 
allowed to operate freely, will pay the bill. Remember, that due to the versa- 
tility of the cargo aircraft and the flexibility of the all-cargo operation, we have 
more short notice value for military support than does the passenger aircraft 
or the passenger operation. Therefore, anything that is done by the Govern- 
ment to make our industry strong also strengthens our national defense. 

Now as to the air cargo carrier and the Post Office. 

Since 1947 we have gone on record many times advocating that bulk mail be 
moved by airfreight at airfreight rates. We believe that the Postmaster Gen- 
eral would tell you that the current experiment now flying the first-class mail 
by air at cargo rates was largely due to the efforts of Flying Tigers and Slick 
Airways in this direction. 

The Postmaster General is on record in the Air Freight Certificate Renewal 
case in strong support of mail grants to the all-cargo carries on a nonsubsidy 
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basis. On brief and in oral argument the Post Office Department has made it 
clear that the Postmaster General needs their services, that he would find them 
useful, and that he wants them. He stated that the services of the all-cargo 
carriers, whose schedules are not timed to the flow of passenger traffic, will 
afford him greater latitude for experimental operations to determine the cheap- 
est, quickest, and best method to be used in the discharge of his duties—the 
movement of the United States mail. 

And I might point out that in our application for renewal of our mail rights, 
filed on March 22, 1957, we again reiterated the position of the all-cargo carriers 
that the Post Office could look forward to substantial savings to be attained by 
the utilization of all-cargo aircraft in that present-day airmail rates for carriage 
have been postulated on the use only of combination aircraft. Flying Tigers and 
other all-cargo aircraft operators have consistently maintained that in addition 
to the present rate structure there should be established rates for the carriage 
af mail in all-cargo aircraft predicated upon the lower costs of operations of such 
aircraft. 

The contributions of the all-cargo carriers to the development of airfreight 
can and will continue. The airfreight industry is still in its infancy—the poten- 
tial is still to a large extent untapped. The job ahead requires an even greater 
contribution than in the past. Permanent certification of these carriers is, in 
our judgment, one of the first steps required toward the accomplishment of the 
task ahead. It will remove one of the major impediments to a healthy, stable, 
and expanding air cargo industry. It will confer on these carriers the benefits 
as well as the responsibility of sustaining airfreight growth. Up to now the 
airfreight carriers have assumed this responsibility without cost to the tax- 
payer. They do not now seek subsidy but do seek the benefits of permanent 
certification which will allow them to concentrate on their obligations to the 
public, the postal service and the national defense. 

In 1955 Congress legislated permanent certification for the local service car- 
riers (49 U. S. C., see. 481 (e) (3)). That same year it passed legislation for 
permanent certification of Alaskan carriers (49 U. S. C., sec. 481 (e) (3)). 
S. 1474 is the next logical step in the program of placing the air transport indus- 
try on the firm foundation of permanent certification. 

The reasons which impelled Congress to legislate permanent certification for 
the local service airlines apply with equal force to the certificated operating 
domestic all-cargo carriers : 

(a) Both provide a necessary and important service to the Nation. 

(b) Both groups are an important national-defense asset. 

(c) Both groups have gone through full certification process of section 401 
of the Civil Aeronautics Act of 1938, as amended. 

(d@) Both groups have shown a phenomenal rate of growth. 

(e) In the case of both groups the failure to grant a permanent certificate 
hampers their growth and is a major stumbling block in their development. It 
has impeded their aiblity to secure adequate financing, it has impaired the devel- 
opment of a suitable all-cargo plane, it has hampered the recruitment and reten- 
tion of able employees, and 

(f) The failure to grant a permanent certificate has necessitated a substantial 
waste of time and money in renewal proceedings. 

I would like to direct your attention to the following facts with reference to 
the last-mentioned item—the waste of time and money in renewal proceedings. 

The Flying Tiger Line, Inc., was incorporated in 1945 and began operations 
as a contract carrier. In March 1946 it applied for a certificate of public con- 
venience and necessity for the carriage of property only. Its application was 
consolidated with 12 other applications into docket 810, Air Freight case. Several 
certificated air carriers intervened in opposition to the applications. Hearings 
proceeded before two examiners from November 1946 to January 1947. On 
March 12, 1948, the examiners issued a report of approximately 400 printed pages 
containing extensive and detailed findings of fact. 

Meanwhile on May 5, 1947, the Board adopted section 292.5 of its economic 
regulations, the effect of which was to create a classification of “noncertificated 
eargo carriers” and to exempt them from certain requirements of the act, so as to 
authorize such carriers to engage immediately in regularly scheduled common 
carrier transportation of property, pending decision on the applications for 
certificates. 

Flying Tigers was authorized by a letter of registration under this regulation. 
The Board directed the freight carriers to file special reports reflecting their 
operations, and then reopened the record for the receipt of detailed data from 
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the applicants and the intervenors as to the results of their freight operations. 
Hearing was held after the reopening and the record thus made was certified to 
the Board. 

Prior to this reopening of the record exceptions had been filed to the ex- 
aminers’ report, briefs had been filed, and oral argument was heard by the Board 
for 5 days. Briefs were also filed after the reopened hearing. The Board 
adopted a tentative opinion and report under date of May 5, 1947. Exceptions 
were filed and the Board heard oral argument, this time for 3 days. The Board 
then adopted its final decision on July 20, 1949 (10 C. A. B. 572). 

The intervenors immediately instituted proceedings for judicial review which 
resulted in a decision by the United States Court of Appeals for the District of 
Columbia affirming the Board’s order (American Airlines, et al. v. Civil Aeronau- 
tics Board, 192 F. 2 (d) 417). More than 5 years elapsed between the filing of 
the application for a certificate and the date of the court decision, September 27, 
1951, affirming the grant of a 5-year certificate. 

The 5-year certificate granted Flying Tigers became effective August 12, 1949. 
Timely application for renewal was made. We applied for permanent certificate 
feeling that the mere fact that we were still around and operating on a sound 
basis was sufficient justification for a permanent certificate. 

The first prehearing conference on the airfreight certificate renewals was 
ealled in February 1954. On May 4, 1954, the Board issued its order consolidat- 
ing all pending applications into one proceeding. A second prehearing confer- 
ence was then held. The north-south phase of the Air Freight Certificate Re- 
newal case was heard first. The north-south record was closed on April 4, 1955, 
and the Board’s opinion was issued on November 21, 1955. The hearings in 
the east-west phase, involving the applications of Flying Tigers and Slick, were 
held in April and May 1955. Briefs were filed and the examiner handed down 
his initial decision on December 21, 1955. Briefs were filed and oral argument 
was held before the Board. The Board order granting certificates for an addi- 
tional period of 5 years is dated March 12, 1956. 

On March 17, 1956 the passenger carriers who were again intervenors in the 
Air Freight Certificate Renewal case instituted judicial proceedings for a re- 
view of this Board Order in the United States Court of Appeals for the Fifth 
Circuit. More than a year has elapsed since this case was originaily docketed 
but because of the length of the record to be printed, dates have not yet been 
set for the filing of briefs. It may well be another year before the court hands 
down its decision. 

The record is so clear, the findings of the Board are so conclusive, the all- 
eargo carriers have less to face in the current appeal than they did in the 1951 
proceedings. There is little doubt that the court will again uphold the Board 
grant of certificates. But 3 to 4 years will again have elapsed between ap- 
plication and final court affirmance—and then we will again have to begin prepa- 
ration for another long, burdensome, and costly procedure for further renewal 
within a short time thereafter. 

I have dwelled a bit a length on this recital of times and dates because it shows 
clearly not only that we—and the other all-cargo carriers—have been through 
most complete and thorough section 401 proceedings for certification, but also 
indicates the terrific burden we have been put to in conducting these proceed- 
ings. The financial burden has been extremely onerous; so has been the burden 
on our personnel—from top executive to working staff. 

The time consumed in the preparation of exhibits, testimony, briefs, et cetera, 
has been substantial and much of it could have been used to better advantage 
in concentration on our obligations to the public, the postal service, and the 
national defense. This is the waste of time and money in renewal proceedings 
referred to in the House and Senate reports on the legislation to grant permanent 
certification to the local service airlines. 

We feel strongly that we have demonstrated beyond a doubt that we merit 
permanent status. The many contributions of the all-cargo carriers to the air- 
transportation system in general and the ever-expanding and developing air- 
cargo industry in particular merit permanent status for the all-cargo carriers. 
That they represent an important segment in the integrated air transportation 
system has been formally acknowledged by the Board; that they are helpful and 
useful to the Post Office Department has been formally acknowledged by the 
Postmaster General; that they are essential and contribute greatly to the na- 
tional defense has been openly acknowledged by the Department of Defense. We 
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now ask that Congress recognize these essential facts and grant permanent status 
as it has done in the case of the local service carriers and the Alaskan carriers. 


THE FLYING TIGER LINE, INC.—BACKGROUND INFORMATION 


The Flying Tiger Line, Inc., was one of the all-cargo carriers originally cer- 
tificated by the Civil Aeronautics Board in the Air Freight case, dockets No, 810 
et al. 

Despite the fact that the company was certificated for freight only and without 
subsidy, Flying Tigers has grown to the point where in 1956 it was second only 
to American Airlines in the amount of freight ton-miles carried in the United 
States. Flying Tigers carried 56 million ton-miles in 1956 while American car- 
ried 71.2 million ton-miles. 

During 1953 merger negotiations were instituted with Slick Airlines. The 
proposed merger was approved by the Civil Aeronautics Board but had to be 
abandoned in 1954 due to labor protective provisions attached to the CAB ap- 
proval which proved far too burdensome for the merging companies to sustain. 
The constant growth of Flying Tigers’ ton-mile traffic was retarded during the 
disruptive period of the proposed merger with Slick and the collapse thereof. 
Since the abandonment of the proposed merger Flying Tiger has again regained 
its position—its traffic is constantly increasing so that once again it is the 
largest of the all-cargo carriers. 

The Flying Tiger Line is operating a total of 34 aircraft and is receiving 
delivery of 5 additional aircraft, as follows: 


| 
Owned Leased 








| 

Total 
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Two of the DC-6 aireraft are on long-term lease purchase agreements; the 
remaining 2 DC-—6 aircraft are on short-term lease from the military. Flying 
Tigers has since February 1, 1957, accepted delivery of the 5 L—-1049H Super 
Constellation aircraft and by July 1, 1957, will have accepted delivery of an addi- 
tional 5 Super Constellation aircraft. 


The Flying Tiger Line, Inc., domestic freight—Ton-miles of common carriage and 
domestic charter freight carried 


Fiscal year ended June 30— Ton-miles | Fiscal year ended June 30— 
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Senator Monronry. We appreciate the statement of Mr. Prescott. 

Are there any questions, Senator Schoeppel ? 

Senator Scnorpre.. I have no questions. 

Mr. Ornerporr. Mr. Chairman, I appreciate the courtesy extended to 
me this morning, and by your committee. 

Senator Monroney. The next witness is Mr. Oliver Stern, vice presi- 
dent of cargo sales, AA XICO Airlines, Inc. 


Would you state your name for the record ? 


STATEMENT OF OLIVER F. STERN, VICE PRESIDENT OF CARGO 
SALES, AAXICO AIRLINES, INC. 


Mr. Srern. I am Oliver F. Stern, vice president in charge of cargo 
sales, AA XICO Airlines, Inc. 
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We would like an opportunity to submit some financial records to 
the committee. We realize that the reports submitted by the Board 
yesterday didn’t have any for us, and in the report it is stated, based on 
the first year of operation—and we just got underway on November 
15 of last year—we think it would be pertinent to have some sort of a 
statement. 

Senator Monroney. It would be very helpful if you would put that 
in the record. Do you have the statement with you ? 

Mr. Stern. I don’t. I tried to acquire it. 

Senator Monroney. We will hold the record open for a few days 
for you to supply that in proper form for the record. 

Mr. Stern. I will do that. 

(The statement referred to follows :) 


AAXICO Airlines, Inc. 














Date Total revenue Net worth 
Year ended Aug. 31, 1947____- eet iadditi eld SLAG $768, 927. 35 $137, 545. 97 
Year ended Aug. 31, 1956-__- : in Nt ata ins iota iaeeiadiaatel 3, 458, 638. 09 389, 438. 21 














Mr. Srern. My name is Oliver F. Stern and I am vice president in 
charge of cargo sales for AA XICO Airlines, Ine. 

AAXICO Airlines, Inc., holds a temporary certificate of public con- 
venience and necessity from the Civil Aeronautics Board authorizing 
scheduled air transportation of property, air express and mail over a 
route known as route No. 121. Generally speaking this route author- 
izes airfreight service between the New Orleans, La., area, on the one 
hand, and the northeastern and midwestern areas, on the other hand. 
Our certificate became effective on May 11, 1956, and will expire with 
respect. to property on January 19, 1961, and with respect to mail on 
May 11, 1957. 

We have recently requested the Civil Aeronautics Board to extend 
our authority for the transportation of mail to make such authority 
coextensive with our authorization to transport property. 

AAXICO Airlines, Inc.—formerly known as American Air Export 
& Import Co.—was incorporated in Florida in 1946 and during the 
past 8 years has engaged almost exclusively in the transportation of 
airfreight. At the present time the company has approximately 135 
employees and owns 27 C46 aircraft, all of which are equipped for 
the transportation of cargo. 

The air transportation activities of AA XICO are divided into two 
separate divisions, as follows: First, the operation of a contract for 
the United States Air Force transporting high priority military cargo 
between and among Air Force bases in the southeastern and western 
parts of the United States, and second, the operation of our regular 
common carrier freight service over route No. 121. 

We inaugurated scheduled service over route No, 121 on November 
15, 1956, serving New York, Atlanta, and New Orleans. We conduct 
daily cargo service between these points and to date we are the only 
‘arrier offering such service with all-cargo equipment. The traffic 
over this route has gradually increased since we began service and, 
if it continues to increase, we intend to begin service to the other points 
named on route No, 121 as soon as possible. 
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Although the operation of the service with C-46 aircraft is adequate 
for our present volume of traffic, it is apparent to us that within the 
near future it would be desirable to convert our operations to longer 
range and more economical freight aircraft. There are only two types 
of such aircraft presently available, namely, Douglas DC-6A and 
Lockheed 1049H aircraft. 

Douglas DC-6A aircraft on today’s market cost about $1,650,000 
each—with the necessary spare parts—and Lockheed 1049H aircraft 
are even more expensive. it is apparent to us that we will experience 
extreme difficulty in financing the purchase of more modern aircraft 
unless we can obtain a permanent certificate from the Civil Aeronautics 
Board, 

We believe this general situation prevails with respect to all cargo 
carriers but it is particularly acute in our case because, first, we are 
a relatively small cargo carrier, and second, the route which we are 
authorized to operate is perhaps the leanest of the cargo routes and 
suffers from a severe imbalance of cargo traffic insofar as northbound 
traffic is concerned. 

I also wish to point out that it has long been congressional policy 
and the policy of the executive branch of the Government to promote 
the operation of all-cargo aircraft in the interest of national defense. 
For example, in the President’s Air Coordinating Committee Report, 
issued in May 1954, the following statement is made: 

Proper growth of the air-cargo industry will provide, in addition to economic 
benefits, a civil air cargo fleet forming a substantial security asset in event of 
national mobilization. The further development of the air cargo industry, with 
particular emphasis on all-cargo services, is in the national interest and should 
be encouraged. 

I also wish to emphasize that the operation of our military cargo 
service for the Air Force and our commercial common carrier service 
are mutually complementary. Thus our continued healthy growth 
in the commercial field will enable us to maintain equipment, facilities 
and trained personnel available to the military establishment, both 
in times of peace and in times of national emergency. Furthermore, 
the type of all-cargo aircraft which permanent certification will en- 
able us to acquire would be particularly adaptable to serve the interest 
of the national defense in times of emergency. 

In this connection, I wish to point out that of the approximately 
350 civilian aircraft presently assigned to the Civil Reserve Air 
Fleet—CRAF—program, only about 30 of such aircraft are suitable 
for the transportation of heavy cargo. These latter type of aircraft 
are the ones which will be of particular value to the military in the 
event of mobilization. 

The airfreight business is still in a pioneering stage of development. 
It has been our experience, however, that the business has a tremendous 
growth potential, provided that a carrier can provide frequent and 
reliable service with suitable all-cargo aircraft. In this connection, 
it should be noted that the southern part of the United States, which 
is served by our routes, is rapidly expanding from an industrial and 
commercial standpoint. We believe that the granting to us of a perma- 
nent certificate will enable us to provide a more reliable all-cargo 
Service to this important section of. the country, which will not only 


be of value to existing industries but will also promote the development 
of new industries in the South. 
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In my opinion, the granting of ges certificates to the all- 
cargo carriers could not conceivably have any adverse competitive 
effect. upon the domestic trunkline air carrier system. As pointed out 
above, insofar as our route is concerned, we are the only carrier offer- 
ing service with all-cargo aircraft. Moreover, approximately 93 per- 
cent of the domestic airline business is done by the 12 domestic trunk- 
line passenger carriers, the remaining 7 percent being done by the 4 
all-cargo carriers plus the 13 local service airlines. 

I would like to add, Mr. Chairman, that we advocate no subsidy for 
ourselves, and we would be most interested, due to the fact that we 
have gotten started rather late in this picture, and should we serve 
additional cities prior to the passage of 8. 1474, that those also be in- 
cluded in the permanent certification of our routes. 

Senator Monroney. In other words, you would not ask for perma- 
nent certification for cities you were not serving at the time of the 
passage of the bill? 

Mr. Stern. We would obviously like to have them but we feel 

Senator Monronry. The Civil Aeronautics Board raised a rather 
cogent question as to just how much we should permanently certificate 
when it is not being now flown by these all-cargo lines. Since you are 
new, there are obviously going to be many places that you haven’t been 
able to put service on yet. You have to build up a freight load. 

Mr. Stern. That's right. 

Senator Monroney. It is foolish to stop the planes when you have 
done some groundwork, if planes can land to pick up cargo and dis- 
charge cargo. 

Mr. Stern. We hope to serve a few more cities this year. It is 
dependent to a large extent on our developing our routes. We feel 
that is in the interest of the public to provide a sound operating or- 
ganization and company, vues than just to open them and then be 
sorry that we had done so from a financial standpoint. 

Senator Monroney. How many are you failing to touch on your 
scheduled routes ? 

Mr. Stern. We are certificated to 15 points and we are serving 3 
of them; so there are 12 we are not serving. 

Senator Monroney. You are certificated on 15? 

Mr. Stern. Yes, sir. 

Senator Monroney. And serving three. Those are New Orleans, 
Atlanta, and New York. 

Mr. Stern. Yes, sir. 

Senator Monronry. And the others are mostly intervening points, 
such as Birmingham, Richmond, Baltimore, and other cities? 

Mr. Srern. And Philadelphia; yes, sir. And then the route be- 
tween New Orleans and Chicago and Detroit. 

Senator Monronry. But all of them are in the general direction, ex- 
cepting the last one which you mentioned—New Orleans and Chicago 
and Detroit. That would be a complete new wing of your service. 

Mr. Stern. Yes, sir. 

Senator Monroney. And they will require a lot more aircraft and 
personnel to handle? 

Mr. Stern. Yes, sir. 

Senator Monronry. Without any grant of authority to serve that, 
vou would still be very happy to have permanent certification on the 
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route structure you are now serving, and then apply as you find it 
possible to establish new lines for certification to fly into other places. 

Mr. Stern. We certainly will. 

Senator Monronry. You mentioned that out of the entire civilian 
reserve air fleet, 350 aircraft, only about 30 of such aircraft are suit- 
able for transportation of heavy cargo. 

Mr. Srern. Yes, sir. 

Senator Monroney. Would you amplify that? Those are prac- 
tically the same type of planes that you and Slick and Tigers hope to 
operate, DC-6B’s, for example. 

Mr. Srern. I mean primarily, without having to go into some de- 
lay with respect to conversion, and so forth, there are only about 30 in 
that fleet that could be put into service immediately, within a couple 
of hours or so after call. 

Senator Monronry. A cargo plane, even though it is adaptable to 
passenger use, usually has a beefed-up floor, does it not? 

Mr. Stern. Yes, sir. 

Senator Monroney. And a little heavier construction for carrying 
the cargo, and consequently it is safer for passenger use apparently, 
from the reports on the recent Northeastern crash. 

Mr. Srern. That is probably true. I am not an expert with respect 
to the analogy completely, but theoretically it should be true that we 
do have to beef-up the floors to take the abuse of the cargo, and so 
forth, so that the airplane can function properly without any danger. 

Senator Monroney. And your loading doors, of course, are bigger. 

Mr. Srern. Yes; they are considerably bigger. To convert a passen- 
ger airplane, that takes some additional time to enlarge the door open- 
igs to handle cargo as well as to restrengthen the floors, tear out the 
interiors, and so forth. 

Senator Monronery. Senator Schoeppel ? 

Senator Scnorrren. No questions. 

Senator Monroney. Thank you very much for your testimony. We 
appreciate your appearing before us. 

Mr. Stern. Thank you. 

Senator Monronry. The next witness is Mr. John Paul Riddle, 
president of the Riddle Airlines, Inc. 

Mr. Riddle, will you come forward, please ? 

We are glad to have you appear before the committee. We would 
appreciate having the benefit of your long experience in commercial 
aviation. 


STATEMENT OF JOHN PAUL RIDDLE, PRESIDENT OF RIDDLE 
AIRLINES, INC. 


Mr. Rippte. First, I would like to make a little comment. I don’t 
quite agree with all that Mr. FitzGerald said yesterday, particularly 
concerning Riddle Airlines’ operation since we began in 1947. We 
operate, under the economic regulations, New York and Miami and 
Puerto Rico. We have had 10 years of operation there, not 8 years. 
We started operating in late 1947. 

Senator Monronry. I knew it was not operated as a domestic carrier 
so much as it was in the Puerto Rican and Caribbean area. It is one 
of the older of the cargo airlines in that particular region. 
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Mr. Rippix. That is right. I don’t think that he meant to leave that 
impression, but that is the impression I got listening to him. 

Senator Monroney. I think he meant that you had not at that time 
been certificated. This is your first certification. 

Mr. Rippre. Our first certification was in 1951, New York and 
Puerto Rico, and Miami and Puerto Rico. We continued to operate 
New York and Miami under our permanent letter of certification. 

Senator Monronery. But your certificate was for the Caribbean op- 
eration, which made you almost an overseas certificated line. 

Mr. Rippte. I have a statement here and I would like to read it. 

Riddle Airlines is the largest north-south freight carrier in the 
United States. As the route map, exhibit A, shows, we are certificated 
to serve 30 cities: 16 are presently on a regularly scheduled basis; 5 
are operated as flag stops; 3 in Puerto Rico served in conjunction with 
San Juan; and the remaining 6 cities on route 120 should be activated 
in the near future. We operate a DC-6A between New York and 
Miami and a DC-4 between New York and Puerto Rico. The balance 
of our schedules are flown by our C—46 fleet. Six schedules are oper- 
ated daily between New York and Miami, except Sunday; 4 schedules 
between Chicago and Miami and Detroit and Miami, except Sunday; 
and 2 schedules with DC-—4 equipment between New York and San 
Juan. The fleet consists of 1 DC-6A, 5 DC—4’s, and 32 C-46’s. 

Our operations were conducted under an exemption from the Civil 
Aeronautics Board until 1951 when we received a temporary 5-year 
certificate authorizing operations between New York and San Juan 
and Miami and San Juan. In 1955 we received a temporary 5-year 
certificate covering the balance of our routes. We are now in a pro- 
ceeding involving the renewal of our certificate to Puerto Rico. 

We heartily favor the enactment of S. 1474. 

During the war, our companies were engaged in a number of differ- 
ent aviation enterprises, one of which involved the operation of air- 
craft between the United States and Brazil. Following the close of 
the war we purchased four C-47’s from the Government and went into 
the air-freight business between New York, Miami, and San Juan. 
This was the time when scores of new companies with an airplane or 
two were engaging in the carriage of passengers between San Juan 
and New York. In 1947 the Civil Aeronautics Board announced that 
it would permit two types of noncertificated operations—one would be 
limited to freight operations which could be conducted under regular 
schedules and the other permitted passenger and freight operations on 
a nonscheduled or irregular basis. We were confronted with the 
choice between the fabulous short-term profits available in illegal 
passenger operations or the establishment of a regular and dependable 
cargo line with eventual certification in view. We chose the long-range 
view and applied for a letter of registration authorizing the trans- 
— of property only between New York and Miami and Puerto 

ico. Our letter was No. C-20 and was issued in 1948. 

In the early years the company was confronted with enormous ob- 
stacles—itinerant carriers engaged in cutthroat competition for passen- 
gers and freight made profitable freight operations impossible. These 
itinerant carriers engaged in such illegal practices as overloading their 
planes and flying pilots in excess of maximum hours. They carried 
freight as a fill-in to their passenger operations at any price. Not 
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the least of Riddle’s difficulties were the repeated attacks on its domes- 
tic operating authority by National, Eastern, and U.S. Airlines. In 
the Face of these difficulties, Riddle has continually maintained its 
policy of operating a regular and dependable all-cargo service, and 
the Board has never charged Riddle with a violation of the Civil 
Aeronautics Act or its economic regulations. 

In order to survive, it was necessary for the company to develop re- 
sourceful and imaginative sales techniques and to come up with novel 
and enterprising methods of packaging, handling, and delivering air 
freight. The most important job, of course, was getting freight into 
the air. Riddle’s accomplishments in this respect are proven by the 
many firsts it has to its credit. It was the first north-south carrier 
to provide a service for garments on hangers and even had special 
containers designed and manufactured for such shippers. It was the 
first carrier to carry jalousies and fabricated aluminum products in 
large volume from Florida. 

iddle was the first and only carrier to provide air transportation 
for the chrysanthemum, aster, and lily growers in Florida, who have 
established their businesses in reliance on Riddle’s service. Riddle 
has been the only carrier to work along with the distributors of Flor- 
ida-grown fruits and vegetables in an effort to achieve a more eco- 
nomical and expeditious distribution of their products to northern 
markets. Another accomplishment in development airfreight lies in 
the field of live animal shipments where Riddle has become known 
as one of the leading means of air transportation. This has grown 
into a substantial business. Reference to the tariffs of domestic air- 
lines show that all except Riddle impose exceptions and restrictions 
on this type of traflic to the detriment of the animal shippers. Rid- 
dle requires only that animals be adequately crated, in good health, 
and require no unreasonable care in transit. Riddle even employs a 
full-time animal expert. 

The cumulative effect of such specialized and imaginative services 
has accounted for Riddle’s phenomenal growth. While Riddle’s ap- 
parent competitors have been literally standing still in their policies 
concerning airfreight, Riddle has been moving constantly and rapidly 
forward. The many businesses that have come to depend on Riddle’s 
all-cargo service as a means of transportation are entitled to the con- 
tinuance of this service on a permanent basis. 

In a test period in 1954, the only period for which such statistics are 
available, Riddle carried 73 percent more cargo between New York 
and Miami than National and Eastern combined—Riddle carried ap- 
proximately twice as much as National during this period and 20 times 
as much as Eastern. 

From 1950 to 1955 Riddle carried 51 percent of all freight handled 
by scheduled carriers between Puerto Rico and the mainland. Dur- 
ing December 1956, the latest date for which these statistics are avail- 
able, Riddle carried 57.2 percent of Puerto Rico’s airfreight to and 
from the mainland. 

Riddle has generated most of the freight moving by air in a north- 
south direction. Had Riddle not entered this field, it is obvious that 
the airfreight north-south volume would be little more today than it 
was 10 years ago and that many businesses which now depend on the 
availability of Riddle’s airfreight service would not even be in 
existence. 
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Senator Scnorrret. Mr. Riddle, I know this is probably in the 
record, but what type cargo do you carry? Is it heavy cargo? 

Mr. Rippix. You name it, sir, and we carry it. 

on ScHorpre.. In other words, you carry practically every- 
thing. 

Mr. Rippix. Everything. Our biggest volumes are newspapers, 
flowers, clothing of all types, automobiles, heavy machinery, jet 
engines. It is not uncommon to get in an airplane and find a lot of 
clothes hanging up, a lot of chickens on the floor, maybe a couple of 
pigs in another box, half a dozen dogs, three or four bodies. The only 
passengers We carry are in boxes. 

Senator Scuorpret. I was interested in knowing the general type 
of traffic. 

That has grown from year to year in volume consistently ? 

Mr. Rippte. Tremendously. It has grown every year. The first 
year we were in operation we carried a million pounds total. Last 
year we carried 42 million pounds. 

Senator Monroney. You don’t carry much produce, do you? Citrus 
north and eggs and things south? 

Mr. Rippiz. Only in unusual circumstances. We are working hard 
on it. We expect to break that market one of these days. It is a 
tough one. 

Senator Monroney. It depends on low-cost operating planes? 

Mr. Riwwpte. Yes, sir. 

Senator Monronery. I have heard some shrewd produce men saying 
if they get the planes—some of which are on the drawing boards, and 
it won’t cost too much—it will be cheaper than the freight haul by truck 
measured by the speed, not requiring refrigeration, and the number of 
crews necessary to alternate back and forth on the trucklines against 
traffic, and the speed that they can move by air. 

Mr. Rippte. We have carried quite a bit of produce. Our big mar- 
ket out of Florida at the present time is flowers and household plants. 
Also a lot of small manufacturers of electronic parts and plastic parts, 
and clothing manufacturers which are located down there. We are 
always working on the produce business. We have new things com- 
ing up which we think will hit hard. But the big answer is to get an 
airplane that will operate at between 3 and 4 cents a ton-mile. Once 
we can do that, the produce business will be terriffic. 

Senator Monroney. The return business that you have to Puerto 
Rico makes ideal air cargo? 

Mr. Riwpte. Ideal cargo. There are lots of fabrics and plastic parts, 
and the Paper Mate pen. Many factories are located down there. 
Once we start, the factory business will be tremendous. We have been 
very fortunate in developing the back-haul. 

Genatot Monroney. That is one of the important things about 
ea ete picture, that you don’t have empty planes coming 

ack. 

Mr. Ripptr. If you do have, you have to charge a 2-way price for a 
1-way haul. 

Senator Monronry. You may proceed. 

Mr. Rivpte. Riddle carries more freight than six domestic truck- 
lines combined— Delta, National, Braniff, Western, Capital, Continen- 
tal—it carries 50 per cent more freight than does Eastern over its en- 
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tire domestic system. In fact, Riddle carries more freight than the 
total traffic carried by both Continental and Northeast. 

We have earned the right to be made permanent. 

Today we are a company serving 24 cities, which carried 42,169,000 
pounds of freight in 1956, with 811 employees, with over $11 million 
in assets and with extensive maintenance and ground facilities. 

As shown in chart B, our freight volume has increased every year. 
With the introduction of service to the cities in the Midwest, we were 
able to develop a much greater volume than ever before—this was 
newly generated business that had previously been neglected by the 
passenger airlines which have awa this area for many, many years. 

The availability of the flight crews, the mechanics and the experts 
in our organization is very important to the national defense should 
an emergency occur. 

Our company has engaged directly in operations for the Defense 
Department. In the years 1953 through 1955, we engaged in civil air 
movement flights for the Defense Department, and moved a great 
deal of cargo and carried a large number of military personnel on 
these flights. Many cargo flights have also been operated for the De- 
fense Department. 

In 1955 we successfully bid on a log-air contract for the movement 
of freight for the Air Force between a number of points in the area 
between Texas and the Pacific coast. In 1956 we obtained another 
log-air contract involving operations in the eastern part of the United 
States. We are now operating 14 airplanes on this contract and in the 
last year flew almost 30 million ton-miles of freight. About 125 of 
our employees are now engaged in this operation. 

We have been cited several times by the Air Force for our efficiency 
and economy in operating this service. 

We have also subcontracted some of the work in connection with 
the DEW line operations in Canada. At one time we had 2 DC-4’s and 
9 C-46’s in service in the Far North. These operations were conducted 
under very difficult and dangerous circumstances but we were proud to 
be called upon to help in the construction of these vital facilities. 

Riddle has also engaged in the surface mail experiment and in the 
period July 1955, through December 1956, we carried 347,578.3 revenue 
ton-miles of regular 3-cent mail that would otherwise not have been 
expedited. 

Our capital has been raised mainly through the sale of stock—over 
$6 million has been invested by stockholders. Our largest borrowing 
was from the Chase Manhattan Bank from which we borrowed $3 mil- 
lion. This loan was only possible as a result of guaranties by our 
largest stockholder. 

We have considered any number of times raising additional capital 
by the sale of stock. In my opinion the description we would have had 
to include in any such offering of our temporary authority would have 
detracted from the attractiveness of the stock. In any event, we have 
ued, very little of our stock publicly—most of it has been privately 
placed. 

We strenuously object to the fact that our authority is only tempo- 
rary. Even after 10 years of operations between New York and Miami, 
it was found that further experimental periods are still needed, even 
though at that time we were carrying more freight than Eastern and 
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National between New York and Miami. We were the only carrier 
operating all-cargo aircraft and had invested in many promotional 
campaigns such as the movement of flowers to the New York market, 
the carriage of jalousies by air and many others—all of which would 
never have moved by air if it were not for Riddle’s operations. 

We don’t know what we have to do to satisfy the Board that we 
should be permanently certificated. 

Of course, about the only way to be permanently certificated is by 
legislation. Both the local service carriers and the territorial carriers 
have been permanentized in recent years. Senate Report No. 124, 84th 
Congress, Ist session, March 28, 1955, contained an excellent analysis 
of the justification of permanent certification of local service carriers; 
since many of these same reasons are applicable with respect to Riddle, 
they are set forth: 


The granting of permanent certificates of public convenience and necessity to 
the local service airlines will aid considerably in solving many of the practical 
problems which face these relatively small, relatively new, and relatively am- 
bitious and service-minded carriers. Examples of ways in which the public 
ree will be better served and the expense to Public Treasury minimized 
ollow : 

1. The recurrent and extensive diversion of executive talent to certificate 
renewal proceedings will be ended so that executive talent can be devoted to 
improving the operations of the airlines themselves and thereby better serving 
the public interest and generating more commercial revenues. 

2. The expense saddled upon the carriers by recertification proceedings, esti- 
mated upward to $100,000 for each renewal, will be terminated and that money 
can be devoted to advertising, to such capital improvements as maintenance and 
navigational aids and other improvements contributing to the financial and 
operational progress of the carriers. 

3. The great expense and inconvenience to States and cities and other users 
of the feeder service who must devote great effort to supporting applications for 
renewal will be ended. Likewise the great expense to the Federal Government 
of having the Civil Aeronautics Board conduct such proceedings will be termi- 
nated and we may anticipate a consequent reduction in the administrative ex- 
pense of the Board. 

4. States and municipalities which have invested money in aeronautical facil- 
ities will have some assurance that their investments in those facilities may be 
considered foresighted rather than speculative. 

5. The promotion of American commerce and national unity will be furthered 
by strengthening and making permanent the system of local air carriers which 
flew nearly 2% million Americans to, from, and between the small and inter- 
mediate-size cities last year. 

6. The local carriers may develop long-range personnel programs and offer long- 
range careers to employees. In the past all contracts of employment with local 
service carriers have been short-range and have led to a personnel turnover rate 
twice that of the trunk carriers and a consequent high training and replacement 
expense. 

7. The local carriers may, after passage of this legislation, make long-term 
arrangements for hangars, navigational equipment, maintenance, and other facil- 
ities with the consequent economies to themselves and the Government that are 
inevitable from such arrangements. 

8. Users of the services of the local airlines will be able to plan new plants 
and expansions of, or additions to, old plants with some confidence that the air 
service on which they depend is permanent. 

9. Aircraft manufacturers may be convinced that they should design and build 
an aircraft tailored to the requirements of the local service airlines. Up to now 
the local carriers have been forced to rely almost exclusively on the DC-3 type 
aircraft. While this is a good and well-proved airplane, it has ceased to be an 
economical or efficient one for any commercial operation. At the present time no 
other American aircraft is in sight for the feeders except such hand-me-downs 
from the trunk airlines as Convairs or Martins. These, like the DC—3, are good 
airplanes for the mission for which they were designed, but once again their utility 
to the feeder airlines is, to be most optimistic, problematical. Hitherto manu- 
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facturers have been most reluctant to undertake a new design of a true local- 
service-type aircraft because of their doubt that there would be any cusotmer 
for such an aircraft by the time it was designed and ready to fly. Passage of this 
bill will assure manufacturers that local airline service is here to stay and that 
they may undertake design of the proper aircraft with some confidence that some- 
one will be available to buy it. 

10. Passage of the bill will enable the local-service airlines to establish sensible 
financing programs on a long-range basis. Such disadvantages as premium inter- 
est rates on loans, loan periods timed to temporary certificate dates, personal 
guaranties on corporate airline loans, and many other penalties which the un- 
certain nature of the feeders’ prospects have visited upon them may be either 
reduced or avoided. 


Substantially the same criteria which justified permanent certifica- 
tion in connection with other Board experiments demonstrate that it 
is justified in this instance. 

The committee’s attention is directed to the fact that Riddle is today 
making a much greater contribution—by almost any test—to the Na- 
ion’s air transportation system than any of the local-service or Terri- 
torial carriers. And all of them have been granted permanent certifica- 
tion. In table No. 1 we have set forth a comparison of certain financial 
statistics. Note in particular that not one dollar of subsidy has ever 
been paid to Riddle. 

(Table 1 follows:) 


TABLE 1—Comparative financial statistics 


{In thousands of dollars] 











Federal Operating | Net assets ? 
subsidy ! revenues ! 
inl en Linnie we tin raha minnie Ganka dene ncn oe None $4, 283 $11, 358 
Local-service carriers: 
SN cis « dh id bh akg 5ab 0h sd be dghiind ctese ade biter 1, 599 4, 343 3, 687 
sii dian cp pen sig pico cpp mp median bem appieprren_ne ase 1, 182 1, 740 1, 458 
DLS Bis debits wee etnaitiide chev iedbtinnbalGhanesanan 2, 099 1, 095 1, 276 
a ae a 2, 476 3, 346 | 1, 665 
Re NNOINS S05 Lh sae dese descbedbinascadas 1, 351 1, 387 1, 016 
ES Rl i. a ienaiihc stunting bine amebinhsoatignel 627 4, 288 4, 254 
hata aid ceneatiesel eg lili tea Ae 1, 385 6, 069 3, 552 
I inc ndhnab< bb dena ccingaseinieidocdgbciundedioudaes 2, 092 2, 977 2, 791 
NN Sale ei Liokh lds ab edtnadineh chs ddbebkioenede 1, 575 5, 079 3, 641 
NR as enddigs ne: Sinan awihdlt panneadestianenes sehen inmewe 1, 647 2, 018 1, 635 
telah rat vapieh snakes tn idnsthieigg genoa tps nts 952 3, 393 3, 813 
I re seine sb ie va oateaakassvabedsoncuee 2,414 2, 781 2, 057 
eh a ae al idee gemeiniiainem hauial 1, 824 2, 225 2, 097 
Territorial carriers: 
i oo ae nace E Rnctieeeenn ouliaain ed tie 786 2, 817 3, 484 
i ed bchint otceenteud ddiewerabstmabbioh«eebe 339 898 733 
SECMih iibibds bis 56a5 odo doccbaesubinkwaadiladeaneued 277 758 618 
i ie cid lit tiaindiness dha ached oid sinediete prices backend freien 239 680 647 
en tinnoncaccaumannntKalinanminasnines 707 1, 789 1, 284 
IN ii olicecictd nein cc ch id A Seindiis dw eldcaiese incarnlo oe 34 863 461 
SST ey gs DEC eee 28, GLa eee eee ae a 685 3, 881 1, 904 
ie le ns lenis dolcvnienibeeniocabernanbanmre bie 204 4, 956 4,194 
AS mc 2 Re i belt SALE.“ lied ied 50 1, 964 668 








112 months ended June 30, 1956. 
2 As of June 30, 1956. 


Source: Quarterly Report of Air Carrier Financial Statistics, Civil Aeronautics Board. 


Mr. Riwpte. In table 2, we have set forth a comparison of certain 
traffic statistics. By a wide margin, Riddle provides more service, 
carries more traffic, and serves a larger area than any of the perma- 
nently certificated local service or Territorial carriers. 
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TABLE 2.—Comparative traffic statistics commercial scheduled operations 


Revenue- Overall ton- | Route-miles 
plane-miles ! | miles flown 2 operated 


Thousands | Thousands Thousands 

Riddle . io 4 A 45, 749 | 4 23, 232 | 5, 108 
Local-service carriers: 
Allegheny PY: ! A Set . 6, 131 1, 520 

| 

| 

| 

| 

| 


2, 551 1, 275 
, 784 1, 699 
5, 814 2,976 
Lake Central__ 978 | 1, 180 
Mohawk--_____. J iid | , 775 873 
North Central... __- = eos 7, 186 , 914 2, 041 
Ozark. 3 ‘< ‘ 5 | , 338 | 2, 258 
Piedmont_.__- j ; 6, 623 | 494 1, 855 
Southern _.- ; , 3, 363 3, 117 1, 768 
Southwest __ i us : 3, 378 | 5, 004 | 1,093 
Trans-Texas_. catia ‘ 5, 012 , 354 2, 494 
West Coast_ oan 3, 582 3, 569 | 1, 721 
Territorial carriers: 
Alaska (intra-Alaska) _ RS ; 1, 233 , 855 
Alaska Coastal__._-.---- : ‘ jd 822 472 
Cordova iets os eaokamin’ 357 336 
Ellis 643 | 340 
Northern Consolidated - _-_- aka 1,095 | , 106 
Pacific Northern (intra-Alaska) _- NA N: | 
Reeve Aleutian. ‘ * . | 396 486 | 
Wien Alaska______ 1,313 | 1, 492 
Hawaiian. : 2, 983 5, 396 
Trans-Pacific. _. ; 1, 697 2,014 


Bonanza_- 
Central. -_-_.__- 
Frontier ----.-- 


112 months ended June 30, 1956 (Riddle year 1956). 

212 months ended June 30, 1956 (Riddle year 1956). 

3 Weighted average for 12 months ended June 30, 1956. Data not compiled for Alaskan carriers. 
‘ Includes small volume of charter operations. 


Source: Monthly Report of Air Carrier Traffic Statistics, Civil Aeronautics Board. 


Mr. Rippte. In its two recent proceedings before the Civil Aero- 
nautics Board, Riddle has found it necessary to produce a number of 
witnesses to testify to the need for Riddle’s service. The most elo- 
quent and persuasive testimonials in behalf of the need for such serv- 
ice were given by the local shipper witnesses presented by Riddle. A 
number of shipper witnesses who ship various commodities, appeared 
from Boston, Philadelphia, New York, Chicago, Cleveland, Orlando, 
St. Petersburg, and Stuart, Fla. Witnesses from New York, Or- 
lando, St. Petersburg, and Stuart also represented, respectively, the 
New York Foreign Freight Forwarders and Brokers Association, the 
Florida Nurserymen and Growers Association, the Florida Gladiolus 
Growers Association, and the Martin County Flower Growers As- 
sociation. 

The witnesses told a uniform story of the inadequate airfreight 
service being offered by the north-south certificated passenger lines. 
They deser ibed the many difficulties they have experienced in attempt- 
ing to get airfreight service on combination aircraft, including having 
their ¢ argo delayed for many hours or days before being loaded into 
the plane »and hav ing their cargo “bumped off” at an inter rmediate stop 
en route because of | pr iorities given to other property or passengers. 
They told of the general in: ibility of combination aircraft to handle 
relatively large or heavy shipments. 
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The witnesses, not having the advantage of Riddle’s service between 
New York and Florida, testified that their businesses had been pre- 
vented from developing because of the lack of a dependable and regu- 
lar all-cargo service. Witnesses from New York and Stuart, on the 
other hand, testified that they had come to rely on Riddle’s present 
all-cargo service between New York and Florida and that their busi- 
nesses would be severely detrimented and affected if such service were 
not available. 

In addition to the shipper witnesses a total of 11 civic and govern- 
mental witnesses appeared at the hearing in support of north-south 
all-cargo service. Seas included witnesses representing the Depart- 
ment of Agriculture, the Department of Defense, the Post Office De- 

artment, the Port of New York Authority and the communities 
vitally affected by the availability of airfreight service. 

In the recent proceeding involving the renewal of our authority to 
Puerto Rico we presented 38 shipper witnesses. They were unani- 
mous in their enthusiasm for our service. Some of these statements 
are quoted in part below: 

(a) Mr. Kax Faerber, vice president of Palmland Fashions of 
Miami, made this statement : 

Until recently the transportation charges on merchandise shipped to Puerto 
Rico was paid by our customers there and it was customary that they would 
designate the carrier to be utilized. Every one of our 60 to 70 customers in 
Puerto Rico directed us to ship their merchandise by Riddle Airlines. Although 
today our company is for the most part paying transportation charges for the 
merchandise which we sell in Puerto Rico, we are still urged by our customers to 
ship via Riddle, which we do exclusively. 

(6) Mr. Frank Irwin, Jr., director of sales for Fuchs Baking Com- 
pany of South Miami, testified as follows: 

In the past, our customers in Puerto Rico had specified that our shipments to 
them be via Riddle Airlines. Under the distributorship arrangement which I 
have described, our company will, of course, undertake to make all arrangements 
for transportation, and it is our plan to continue to deal largely with Riddle. 

(c) Mr. Edward Roehrs of Arecibo, P. R., submitted this state- 
ment: 

Approximately 90 percent of all of our shipments go by air; the remainder, of 
course, by steamship. Of our air shipments practically 100 percent are routed 
via Riddle. This fact is reflected on the price list which is attached. We havé 
dealt almost exclusively with Riddle Airlines because of the service which we 
have received from the company. 

In addition the Commonwealth of Puerto Rico, the Chamber of 
Commerce of Puerto Rico, the Port of New York Authority and others 
recommended that Riddle’s certificate be made permanent. 

There can be no question but that our service is absolutely essen- 
tial to businessmen with interests extending north-south in the eastern 
part of our country. It has taken a lot of money to get in and develop 
this most difficult of businesses which we all hope and expect 10 or 15 
years from now will provide greater volume than today’s passenger 
business. We are not subsidized and up to this point have cost the 
Government nothing. In fact, our bidding on these large contracts for 
the Air Force has kept the price down and provided service at lower 
prices than would otherwise have been available. 

Yet after 10 years of the hardest and most difficult kind of work and 
after the investment of over $6 million, what do we have? Our operat- 
ing authority is only temporary in nature and may not be renewed 
when our present certificates run out. 
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Senator ScHorpret. Have you had any indication that there will 
not be an extension of this ? 

Mr. Rippiz. We have had no indication. We don’t see how any 
right-thinking Board can refuse renewal. But that doesn’t help us to 
run our airline. 

Senator Monronry. Your mail contract is only good until May, 
isit not ? 

Mr. Rippte. That is correct. 

Senator Monroney. It is a growing part of your business? 

Mr. Rippte. It is growing. 

Senator Monroney. It itself will have to be extended unless this 
bill is passed ? 

Mr. Rippie. Unless this bill is passed ; yes, sir. 

Senator Monronry. If the bill is passed, then the right to carry 
mail on a nonsubsidy basis becomes fundamental] to the operation of 
an all-cargo line? 

Mr. Rippie. Purely on a nonsubsidy basis. We are not asking for 
subsidy in any shape or form. 

It was only a year ago that the Board permitted us to carry United 
States airmail and only a little longer than that that we have been 
able to carry air express. The Board has denied our application to 
carry passengers in the New York-Miami case. Our applications for 
renewal of the right to carry mail have been filed, but of course we 
do not have any idea whether the Board will permit the extension of 
this authority. We are in the position that Eastern, National, Delta, 
and Pan American can compete with us any time they choose and 
can subsidize their competition through their enormous profits from 
the passenger business. 

It seems that the only profitable business we know we can continue 
to carry is air express and that represents less than 1 percent of our 
total volume. 

While, of course, this committee cannot recommend that we be per- 
mitted to carry passengers in this hearing, the one thing you can do 
for us is to make our authority permanent so that we will know we 
are here to stay regardless of what efforts the passenger carriers may 
decide to undertake or whatever other vicissitudes may occur to us. 

It is true that Riddle Airlines has not realized profitable opera- 
tions in the last several months, We have opened service to 10 major 
cities since January 20, 1956, and have provided shippers in these 
cities with the first real airfreight service they have ever enjoyed. 
We did not expect that our efforts would result in immediate profits. 
We are convinced that we will be able to show a profit in these opera- 
tions, maybe not this year, but we are hopeful to do so in the next year 
or so. However, the ability to operate at a profit has not before been 
a prerequisite to permanent certification. Not 1 of the 13 local service 
carriers nor 1 of the 9 territorial carriers has ever made a profit—ex- 
cept one of the territorial carriers during the war years. 

There is no question about our company’s being here to stay, and 
it would be difficult to imagine what more we would have to do to earn 
the right to be permanently certificated. 

One factor which has affected our profit position is the effort and 
investment we have made in attempting to engineer modifications to 
the C46 airplane so that it could be certificated in the transport-type 
category. We have expended several hundred thousand dollars on 
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these efforts and just last week were granted the type certificate by the 
Civil Aeronautics Administration. With these changes, the gross 
takeoff weight of the C46 is 49,900 pounds at a 30 miles per ‘hour 
increase in cruising speed, which means a 20 to 50 percent increase in 
the economic usefulness of the airplane, depending on the type of 
operation formerly conducted by said airplane. We expect that most 
of the C46 aircraft in the country will undergo these modifications 
and we are looking forward to recovering our investment through the 
modification of these planes to meet the new specifications. 

In conclusion, I want to thank the committee for the time and the 
attention that they have given me and just want to say that in our 
opinion permanent certification is vitally important ‘to continued 
progress in our industry. 

(Appendixes A and B follow :) 


Appendix -A 
RIDDLE AIRLINES, INC : 
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Senator Monroney. I notice that you are trying to develop the DC-—3 
with a greater carrying capacity ? 

Mr. Rippix. The C-46. 

Senator Monronry. That is the Curtiss? 

Mr. Ripprx. That is not the DC-3; the C-46. We have engineered 
it from 48,000 pounds gross to 49,900 pounds gross, and added about 
30 or 40 miles an hour to the speed, which increases the economy and 
makes it about 20 percent more economical] to utilize. 

Senator Monroney. But unless you get permanent certification, the 
talk of maybe going into turboprop or DC-6B, or Lockheed, is just 
out the window for the average company trying to break in ? 
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Mr. Rippiz. For the average company trying to break in, I don’t 
see how anybody can finance them for new equipment that would take 
7 to 10 years depreciation. As we see the picture, our present opera- 
tion, mostly with C6’s, we will go from that to the DC-6A, Constel- 
lations, or the turboprops. We expect to decrease our ton-mile cost 
from 10 cents, with our new work in the C46, the DC-6< a little less, 
and we hope the turboprops, the jets, will be down around the 3- or 
4-cent level. That may be wishful thinking. 

Senator Monronery. What about the Fokker that Fairchild is try- 
ing to build? 

Mr. Rippte. I have heard it is in the $500,000 range. 

Senator Monroney. It has a pretty heavy lifting capacity, hasn’t it? 

Mr. Rippte. I am not familiar enough with it to give you an expert 
opinion on it. 

Senator Monroney. From what is heard among the contract people, 
the turboprop perhaps will be developed for great utility in the air- 
cargo field. 

Mr. Rippte. We hear a lot of discussion on both sides. The large 
companies think it will go straight to jets, other manufacturers think 
the turboprop is the intermediate stage. It will be interesting to see 
how they develop. 

Senator Monroney. They can’t develop much unless you have more 
than a year-to-year life ? 

Mr. Rippie. Exactly. 

Senator Monroney. And all you want is the right to compete and 
be allowed to be on a permanent basis so that you can make arrange- 
ments for delivery to and from the airport, for ground transportation, 
and to establish customers that will be dependent on the type of serv- 
ice that you can give. 

Mr. Rippte. More and more customers have the idea of air-cargo, 
and airfreight transportation. People are building small plants 
around airports where they have it more readily available. That isa 
very important factor in the growth of a community. 

Senator Monroney. In other words, this takes on a little different 
consideration in that the people who are served by airfreight have a 
different type of operation. Their whole business is built up on the 
frequency of service, low inventories, lack of a pipeline running back 
and forth from the factory to retail outlet. Therefore, in flowers and 
ready-to-wear clothes and many things you get a new type of service 
that only by air could exist at all. Is that not true? 

Mr. Rippie. Let me give you a few examples. I know several peo- 
ple who were in the clothing manufacturing business in lofts around 
New York who have gone into business in or around Miami. They 
started out with 1 or 2 machines and developed their business by offer- 
ing the same delivery time and the same price as though they were 
located right in New York City to the New York market. They are 
using nothing but airfreight. ‘That is how they developed the busi- 
ness. 

We have another customer in Orlando, Fla., who does all his busi- 
ness by mail order. Every order that comes in this afternoon, or to- 
day, is put on our plane tonight. It is prestamped, taken to Chicago, 
from where it goes to five States by post oflice out of Chicago. His 
business is purely mail order. He says that he has increased his busi- 
ness tremendously and cut down his returns to almost zero by using 
airfreight, where if he used straight mail it would take 2 weeks to get 
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the stuff back. That is only asmallitem. This business brings in five 
or six thousand pounds a day from that one customer. He uses purely 
airfreight. 

Senator Monroney. You are certificated to how many points on 
your route, Mr. Riddle ? 

Mr. Ripptx. We are certificated to serve 30 cities. 

Senator Monronrey. How many are you serving? 

Mr. Rippix. Sixteen on a regularly scheduled basis, five operated 
as flag stops. 

Senator Monronry. Sixteen out of thirty that you serve now? Is 
that correct? As regularly served stops? 

Mr. Rippte. Yes, sir. 

Senator Monronry. And five are flag stops? 

Mr. Rippie. Yes, sir. 

Senator Monronrey. When you have freight for the place you stop ? 

Mr. Rippte. Yes, sir. We have certain requirements. Certain 
times of the year we go into those flag stops almost regularly, such as 
the flower markets. 

Senator Monronery. Actually, to all intents and purposes you are 
practically serving 21 out of the 30? 

Mr. Rippte. That is right. 

Senator Monroney. In connection with the testimony of the CAB 
representative yesterday, in the event that we would grant permanent 
certification and would permit the serving of those places served by 
‘the airline’ at the time of the passage of the act—you have to have a 
cutoff someplace—you would be perfectly willing to accept that as a 
route structure, and if you needed other points you would feel free to 
upply to the CAB for permission to serve them, is that correct ? 

Mr. Ruwpte. We would not expect permanent certification for any 
point we were not serving. 

Senator Monronry. Would it be possible to provide temporary 
certification ? 

Mr. Rippite. We would like temporary certification for the other 
points. 

Senator Monroney. For the other points that you now have, and 
those could be picked up as permanent by perhaps authority of the 
Board on a short hearing notice once you were established in those 
potnts ¢ 

Mr. Ripie. That would be very satisfactory. We think there are 
other places that may at certain times of the year develop. 

Senator Monroney. On those towns you are overflying today, the 
sooner you stop and pick those up and develop more freight on those 
lines, the sooner we will have a basis for airfreight ? 

Mr. Ripptxe. We have a situation in Florida with a missile base. 
There was nothing there a few years ago. They will need our service 
there in a few months the way the place is growing. 

Senator Monnoney. Under no circumstances are you asking for sub- 
sicy ¢ 

Mr. Rippite. None whatever. 

Senator Monroney. And airmail subsidy is specifically exempted in 
this bill by the provisions of the bill on the last page, plus the fact that 
there are no other ways that subsidy could be paid ? 

Mr. Ripptx. We are not asking for subsidy of any type. 

Senator Monronry. The whole operation has been built without 
subsidy ? 





eres SSSI 


ete a Me SRR TPC EL. I RT IE TLE SC 





80 DOMESTIC ALL-CARGO AIR CARRIERS 


Mr. Riwptz. The whole operation has been built without subsidy. 
We just want the chance to grow and develop and prosper and be able 
to buy airplanes that will operate cheaper per ton-mile. If we can 
lower our costs we can get more cargo. It is a vicious circle. 

Senator Monronry. The cost of airfreight, since you have been 
operating all these years—you go back to 1946—has consistently gone 
down, has it not ? 

Mr. Rippte. We were first operating in Brazil, a school there, run- 
ning our personnel back and forth, plus supplies. Going through 
Puerto Rico the price was about $1 to $1.50 a pound to get to New 
York. By the time we got to operation it was 25 cents a pound. It 
is now about 15 cents. 

Senator Monronrey. It has been the history of the all-cargo carriers 
that consistently they have brought the prices down as the load has 
gone up, as evidenced by the picture of your growth from less than 
2 million pounds in 1948 to a point in 1957 where you apparently have 
reached 47 million pounds; is that correct ? 

Mr. Rippte. The first year of our operation was 1,200,000 pounds, 
and last year it was 42 million pounds. And it has been a consistent 
growth. Some years have been slower than others. 

Senator Monronry. I think it is rather significant that you have 
more than doubled your-service since January 1956. 

Mr. Rippte. We went into the Middle West. Before that we were 
operating New York-Miami-Puerto Rico. That has been a heavy 
erowth. We started our Midwest service last January a year ago. 
It takes time to develop. 

Senator Monronry. Do you have a financial statement of the com- 
pany that you could put in the record ? 

Mr. Riwpte. Yes, I will be happy to send that. 

Senator Monronry. We will put it in when we get it. We would 
like to have that since it was mentioned. 

Mr. Ripptz. I will be happy to. 

Senator Monroney. Senator Schoeppel ? 

Senator ScitorrreL. No questions. 

Senator Monronry. We appreciate very much your coming before 
us to give us the advantage of your testimony. 

Mr. Rivpie. Thank you. We appreciate very much the oppor- 
tunity. 

(The matter referred to isas follows:) 


Riddle Airlines, Inc., financial condition 




















Dee. 31, 1956 Nov. 30, 1956 | June 30, 1956 

Current assets: 
Cash on hand and in banks................-.-.-.---.-] $125, 849. 12 | $192, 525.07 | $387,911.02 

Accounts receivable: | 
relent Manne, BOG ois. iso st cole eS 5 733, 903. 39 | 759, 946.76 | 385, 790. 80 
is Wey MEIC oe cn ern ane ae 264, 311. 02 217, 543. 24 145, 445. 99 
Other receivables__._.____._.-_-- iitebiseh 349, 505. 47 | 332, 226.85 | 1, 501, 864. 21 
Notes receivable. _____- _- i jebavendache sa] 279, 160. 00 282, 880. 00 682, 900. 00 
Inventory, parts and supplies_. cata caeenie <aeael 521, 279. 70 | 482, 966. 58 347, 247. 80 
Refundable deposits- _ -_- Peis shy he ks ; ae 10, 735. 00 | 10, 685. 00 13, 480. 78 

Prepaid expenses: | 

NOSE SCG CSE eee ees con bee pee 77, 009. 43 115, 435. 17 245, 096. 96 
Rent, stationery, ete... ___. Wh i els sig Sa Saad 140, 068, 18 142, 718. 30 131, 712. 07 
ee) 21 20dh Get EO 3 J8 63, 126. 60 | 69, 619. 69 69, 263. 92 
Work in process. _-_._..--- Sas is Nill etl atleindaptng dis See Sl 122, 604. 98 | 170, 477. 13 191, 507. 94 
Total current assets..._.............-.--.--.-.- pi 2, 687, 552. 89 2, 776, 023.79 | 4, 102, 221. 49 
34 420, 153.34 | 812, 983. 34 


Long-term receivables. .............----.----------- a 414, 573. 
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Riddle Airlines, Inc., financial condition—Continued 


Dec. 31, 1956 


Fixed assets: 
Aireraft and engines_-_ 
Motorized equipment.. y 
to es and d improv ements_- 
san = 


DR ihe ade « ce ceedst 


Less reserve for depreciation: 
Aircraft 
Motorized: equipment. - se 
Other equipment and improv ements. 


Total. ...... 


Total fixed assets. __- 6, 795, 387. 60 





Other assets and deferred charges: 
Deposits on aircraft ._...........-. 
Deposits on real estate. _____- 

‘Route extension and dev elopment__ 8 
Organization and development 
Other deferred charges __- 


“1, 103, 529. 16 
| 11, 001, 042. 99 


Total assets... ...--- 


Current liabilities: 
Accrued payroll 
C. 0. d. collections, net- 
Payroll taxes payable 
Notes payable____- 
Accounts payable, trade _- 
Accounts payable, traffic 
Transportation tax....._. 
Accrued expenses_ 
Federal income tax 


104, 526. 84 
52, 507. 30 | 
168, 706. 36 
54, 354. 59 

1, 248, 648. 80 | 
267, 325. 32 
141, 425. 19 


Total current liabilities exclusive of current matur- 
ity of long-term debt___- : 
Current maturity long-term debt: 
Bank loans payable_-- 
Mortgages payable .. 


2, 101, 225. 38 


1, 552, 900. 06 
346, 911. 99 





1, 107, 885. 76 | 


Nov. 30, 1956 | June 30, 1956 


$4, 632, 987. 52 | $4, 302, 492. 93 


054. 04 


70, 025. 47 
1, 041, 926. 72 


6, 767, 671. 46 


275, 371.15 
377, 448. 37 
41, 777. 22 


1, 088, 232. 06 
11, 052, 080. 65 


140, 513. 33 
51, 067. 02 
115, 701. 00 
56, 596. 95 

1, 245, 432. 62 
227, 452. 26 
126, 076. 92 


2, 030, 749. 87 


1, 566, 294. 39 
346, 911. 99 


126, 480. 94 
1 do Fae 
652, 710. 70 


71, 914. 43 
180, 601. 18 
1, 428, 960. 08 
125, 764. 35 
75, 160. 87 
249, 528. 58 


2, 304, 167. 42 


2, 161, 473. 04 
204, 833. 32 





4,01, 087. 43 | 


Total current liabilities 


Other liabilities: 


Prepaid aircraft rentals__- 90, 750. 00 


3, 943, 956, 25 





Notes payable __ pdiventenbe a edaetated 
Mortgages payable 1, 737, 354. 67 
Capital stock, subscribed - - j 


tal 
Reserves: Aircraft overhaul. 


Stockholders equity: 
Common stock 10-cent par value: 
Authorized shares__...._._- d 
Issued and outstanding. __- 
Preférred stock $100 par 6-percent cumulative: 
Authorized shares_- Es 
Less unissued --.-- - 
Shares issued. 
Reacquired, held in treasury _. 


Issued and outstanding____-__-_-. 
=— in surplus. . 
Earned surplus, deficit, June 30, 1956- 
Current year earnings -_..-_-.__-.- 


Total liabilities__ 





i Denotes red. 


107, 250. 00 


, 844, 604. 67 
343, 679. 57 


504, 071. 50 


0 
5, 268, 718. 75 
1 549, 684. 61 
1 393, 265. Se 


4, 919, 840. 16 


4, 670, 473. 78 


41, 250. 00 


” 570, 224. 66 


2, 092, 472. 53 
326, 361. 18 


551, 571. 50 


0 
4, 216, 315. 44 


4, 218, 202. 33 


11, 052, 080. 65 | 11, 306, 509. 82 


Senator Monroney. At this time I will have the committee counsel 
read a statement into the record which was left for us by Mr. Riley. 
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STATEMENT OF GEORGE D. RILEY, AFL-CIO LEGISLATIVE 
REPRESENTATIVE, AS READ BY MR. BAYNTON 


Mr. Baynton. This is a statement by Mr. George D. Riley, AFL- 
CIO legislative representative : 

The AFL-CIO supports the provisions of S. 1474 to provide for permanent 
or unlimited certification of cargo-carrying airlines. 

The same procedure has been followed for passenger service. 

Stability in several regards will be the result of enactment of S. 1474. Stabil- 
ity in financing, in acquiring new equipment, and certainly in employee relations. 

There appears to be no special reason why the same certification methods 
should not be extended to the international carriers as well. 

We hope the committee can report out 8S. 1474 substantially as it now is, with 
the exception of the suggested amendment, if the latter is within the thinking 
of the committee. 

Senator Monroney. Thank you very much. __ 

I would also like to state for the record that Senator Payne, who 
has been very anxious to attend these hearings, has been unable to do 
so since he has a very bad cold and is confined to the hospital today. 
He was ill yesterday and could not be here. 

Senators Smathers and Bible are both compelled to attend other 
hearings, Senator Bible to preside over an Interior Committee hear- 
ing and Senator Smathers to testify on a piece of legislation which 
he has authored before the Committee on the Judiciary. : 

Our next witness is Mr. John H. Mahoney, vice president, Seaboard 
& Western Airlines. 

Weare glad to have you appear before us, Mr. Mahoney. 


STATEMENT OF JOHN H. MAHONEY, VICE PRESIDENT OF SEABOARD 
& WESTERN AIRLINES, INC. 


Mr. Manonry. I have a brief prepared statement, gentlemen. If 
you have any questions, or if I can furnish any further information, 
Tam at your disposal. 

My name is John H. Mahoney, vice president, Seaboard & Western 
Airlines, which is the only certificated, scheduled, all-cargo airline on 
transatlantic routes. I have been in the scheduled air-transportation 
business since June 1940. During World War II, I was a naval sup- 
ply officer, specializing in air cargo, and attached to the Naval Air 
Transport Service. 

Seaboard & Western recommends that bill S. 1474 be amended to 
provide for permanent certification of international, United States- 
flag, all-cargo airlines, as well as for the all-cargo airlines operating 
within the limits of the United States. 

In support of its recommendation, Seaboard submits that the same 
factors prevail in its operations, as cited in urging permanent certifica- 
tion for domestic all-cargo airlines, to wit: 

1. Seaboard has grown up without subsidy of any kind, and intends 
to continue to operate without any subsidy. 

2. Seaboard’s net worth has increased from $100,000 in 1947 to $8.1 
million in 1956. Total volume for 1956 topped 9,443,000 ton-miles. 
This was an increase of 40 percent over the previous year, and com- 
pares with 6.2 percent increase in domestic airfreight and a 26 percent 
industrywide increase in transatlantic airfreight. 
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3. Permanent certification is needed to allow for continued orderly 
growth of Seaboard. We need the stability that permanent certifica- 
tion would give, for new equipment financing, for continuity of overall 
company policy and planning, for the ability to continue to recruit the 
most capable possible employees on the assurance of continued employ- 
ment, and to avoid the tremendous expense to a small corporation that 
is involved by repetitive certification procedures. 

Those are all items that have been mentioned by the other carriers. 
In addition, Seaboard would like to draw attention to the following 
factors regarding its own specific international operation : 

1. Seaboard has operated without mail pay, as well as without sub- 
sidy of any kind, because it has not been authorized by its certificate 
to carry the mails. 

Senator Monroney. This authorization for service and airmail that 
goes to the domestic certificated carriers has not been extended to you? 

Mr. Manonry. It has not been extended to us; no, sir. 

2. Seaboard is actively providing scheduled service to all of its 
certificated points, with the exception of Baltimore and Philadelphia, 
and intends to serve these points as soon as traffic demand warrants. 

3. Seaboard presently is operating the fastest, newest, and largest 
load-carrying, all-cargo aircraft now in transatlantic scheduled serv- 
ice—the Lockheed Constellation, series 1049-H. We presently have 
the largest fleet of those aircraft. 

Senator Monroney. How many do you have? 

Mr. Manonry. Ten. 

Senator Monroney. That is just one size under what is called the 
Super G? 

Mr. Manoney. Yes, sir. 

Senator Monronry. And one of the most recent. In other words, 
the Super G as of now is the latest Lockheed model and the H model 
is the one just before it. 

Mr. Manonry. Seaboard was first to operate on the Berlin airlift, 
and first on the Korean airlift. Seaboard received commendations for 
both of these services to its country. 

5. As the only scheduled transatlantic all-cargo airline, Seaboard 
utilizes long-range heavy-lift aircraft, which will be of the greatest 
value to the military in case of a national emergency. 

6. Seaboard carries the United States flag in its all-cargo opera- 
tions to many of the countries that are the most important friendly 
allies of the United States, and Seaboard’s integrity and reputation in 
these countries is of the best. We have been assured that by our State 
Department people. 

7. Seaboard is a full member of the International Air Transport 
Association, and negotiates its operating and traffic policies with the 
other airline members of that association. Interline agreements with 
other members of the association and others outside the association 
provide through worldwide airfreight service. 

8. Seaboard was incorporated in August of 1946, and has an 11th 
birthday coming this year. Its certificate was granted in August of 
1955, and it commenced its scheduled operations, after international 
landing rights had been granted, on April 10, 1956. Some of this his- 
tory is pertinent to the current hearing. Incorporated in the late 
summer of 1946, Seaboard first applied for a certificate in the summer 
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of 1947. From then until the summer of 1955 it went through two 
full-blown certification hearings. Then, it required almost a year, 
after the certificate was granted, in cooperation with the United States 
State Department to arrange for landing rights for scheduled service. 

In other words, it required almost 10 years of effort to obtain a tem- 
porary certificate that currently is effective only until the summer of 
1960. During this period, Seaboard was building its business as best 
it could on an irregular basis. This is one of the reasons permanent 
certification is so important to our future planning and operations. 

Full development of the tremendous airfreight potential needs the 
impetus of the all-freight airlines, which devote their entire energies 
to such development. These scheduled airfreight lines believe so 
strongly in the future of airfreight that they are willing to provide 
the service without requiring the taxpayers to underwrite any portion 
ot the development expenses in the form of subsidy. 

The bill under consideration will furnish a dependable foundation 
for future development of airfreight service within the United States. 
Seaboard recommends that the bill be amended to furnish the same 
dependable foundation for transatlantic airfreight service, which will 
give needed common-carrier capacity and frequency to United States 
international trade, both commercial and military. 

This may be accomplished by striking from lines 10 and 11 on page 
1 and lines 9 and 10 on page 2 of the bill the words “within the limits 
of the United States.” 

Favorable consideration by the committee of this recommendation 
will be appreciated by Seaboard. 

Senator Monroney. Do you have a financial statement that you can 
put in the record at this time? 

Mr. Manoney. Yes, sir. I will furnish that. I will have it sent 
to you. 

das Monroney. And the detail of the mileage flown. You 
state your net worth increased from $100,000 in 1947 to $8,100,000 in 
1946. Were you operational in all of 1956? 

a Manoney. Yes, sir. We have been operational since May 10, 
1947, 

Senator Monroney. But you were operating 

Mr. Manoney. As an irregular carrier until April 10, 1956. 

Senator Monroney. And then you received your certification ? 

Mr. Manonry. Yes; we received our certification in August of 1955. 
We weren’t able to operate on a scheduled basis until April 10, 1956, 
when we had all our landing rights. In the meantime, starting back 
in 1947, we were operating on an irregular basis. 

Senator Monroney. Those landing rights that you mentioned re- 
ceiving, are those now on a temporary basis or are they firmed up to 
be a coterminus with your temporary certificate ? 

Mr. Manonry. I believe those landing rights which were negotiated 
were negotiated on a permanent basis in cooperation between Seaboard 
and the United States State Department. 

Senator Monroney. So that if you have the permanent certificates 
you expect no difficulty in your foreign landing rights or foreign serv- 
ice rights? 

Mr. Manoney. That is right. 

Senator Monroney. Senator Schoeppel? 

Senator ScnorrreLt. How many people do you employ ? 











DOMESTIC ALL-CARGO AIR CARRIERS 85 


Mr. Manoney. I have the exact figure. As of December 31, 1956, it 
was 857 persons. 

Senator Scuorrren. Are you affiliated in any way with any foreign 
government operations in your airline? Do you have any foreign con- 
cerns that are tied in with your company’s operation ? 

Mr. Manonry. We do lease one of our aircraft, a C-46, in Europe 
from Luxembourg Airlines. That is the only one. 

Senator Scnozrrri. But they have no direct financial interest in 
your airline or managerial interest ? 

Mr. Manonery. No, sir. There is no foreign financial interest in 
Seaboard. 

Senator Scuorrret. In my perusal of the hearings, on the recent 
Dutch airline application, the State Department I believe reported 
that your company was in favor of that; is that a correct report? 

Mr. Maunonry. Concerning the Dutch negotiations? The Air 
Transport Association got together and wanted to submit a statement 
concerning the negotiations with the Dutch. We participated in meet- 
ings with the Air Transport Association and discussed the matter. 
The Air Transport Association was about to say that the agreement 
that was about to be made with the Dutch wasa bad one. We requested 
that the Air Transport Association make that statement on a majority 
basis, because we did not feel that we had the background and sufficient 
knowledge of all the factors involved that we could say, out of hand, 
that it was a bad agreement. 

That was our only point of difference with the other airlines in the 
Air Transport Association. 

Senator Scnorrret. That was what you would consider a qualified 
approval of the Dutch application, or the Dutch position ? 

Mr. Manonry. No, sir. We were not trying to agree with the agree- 
ment that was being consummated or disagree with it. But we were 
saying to our own State Department, “We think you ought to negotiate 
these things as closely as you can for the benefit of the United States. 
It looks as though you are coming close to an agreement. We have 
already given you our thoughts on it.” 

And we were right along with the other members of the Air Trans- 
port Association in those thoughts. But when it came to telling the 
State Department that it was a bad agreement, we withdrew at that 
point and said we could not go that far. 

Senator Scuorrren. I am glad to hear your qualification for the 
record. I do not profess to know all about it but I have certainly re- 
served to myself some serious misgivings about that move. Many 
things about it I do not know. I was curious to know. I knew that 
you were reported—your company was reported as having been favor- 
able to this application, to this position which was taken by our Gov- 
ernment with reference to the Dutch airline. 

Mr. Manoney. I am glad you asked the question, Senator, because 
when these negotiations are going on there is a lot of talk back and 
forth about who is taking what position. We tried to make our posi- 
tion in that very clear, because we did not think it was our position 
to tell the State Department whether they had made a good deal or a 
bad one. 

Senator Scuorrrent. Do you have landing rights in Holland? 

Mr. Manonry. Yes, sir. 

Senator Monroney. You got those in 1956? 
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Mr. Maroney. Yes, sir. They were negotiated in 1955 and 1956. 

Senator Scuorrret. To get those in Holland did we give them cer- 
tain landing rights for freight schedules over here # 

Mr. Manonry. I believe that there was no change in the Dutch 
agreement at that time in the rights that the Dutch had with the United 
States. That is my impression. 

Senator Monroney. In other words, they added on without any 
praia quo the right to land for another freight carrier to come in 
here ¢ 

Mr. Manonry. That is right. 

Senator Monroney. Mr. Baynton? 

Mr. Baywron. For clarification of the record, Mr. Mahoney, do I 
understand then that your company’s position with respect to the 
agreement was that you neither approved nor disapproved it because 
you did not have enough facts; that you were with the Air Transport 
Association’s thinking on it until they became specific on the agree- 
ment, at which stage you withdrew, neither for nor against 4 

Mr. Manonry. That is right, sir. We clarified our position with 
the Air Transport Association in sending them a cable. And in that 
cable we said that we were in no position to judge matters that were 
other than aviation matters. We could only give our comments on 
aviation matters. 

Mr. Baynton. My memory of the testimony by the State Depart- 
ment was that you were in favor of it. 

Mr. Manoney. I didn’t realize the State Department testified to 
that. 

Senator Scnorrrer. I might say to the Chairman and to you, sir, 
that was the impression I got. I did desire some clarification in the 
record on that point. 

I think you have been very fair in stating your position. 

Mr. Manoney. Thank you. Of course this cable that we sent to the 
Air Transport Association is available at any time. That will set our 
position clear on that. 

Senator Monroney. Are there any further questions / 

Senator Scuorrret. No further questions. 

Senator Monroney. Thank you very much for your appearance. 

Mr. Manonry. Thank you very much. 








DOMESTIC ALL-CARGO AIR CARRIERS 87 


(Matter referred to is as follows:) 


Seaboard & Western Airlines, Inc., balance sheets at Dec. 31, 1956 and 1955 
ASSETS 





Current assets: 


Accounts receivable: 
A bie iatincscencackhcdtigtitnhousnaggncedsttreadeceahen 
PRG A toch adodedcc~a-danwcccncdatiedandcea padded > duehesdentacwi 


2, 761, 182 
Fexeral tax refund receivable 337, 964 
Maintenance parts and prepaid expenses 536, 930 


Total current assets 4, 553, 121 





Deposits and noncurrent notes receivable: 
Deposits on purchase of flight equipment : 1, 434, 300 
Security deposits on leases of flight equipment 1, 070, 000 
Purchase option payments on leased flight equipment.-.......-... oawdatad 399, 500 
Non-current notes receivable due in 1959 and 1960.........-.-..-2.-.-.--- 300, 000 
Other deposits and sundry investments 163, 453 


8, 367, 253 | 1, 732, 050 


Fixed assets, at cost: 
Flight equipment . __...........---- iach bar ied Bete 913, 949 1, 306, 883 
Spare parts:and assemblies- -_---- - ‘ 1, 984, 938 1, 020, 822 
Ground and other equipment ; ' 557, 901 | 185, 464 
3, 456,788 | 2, 513, 169 

Less, accumulated depreciation and obsolescence 750, 788 706, 384 

2, 706, 000 1, 806, 785 

Unamortized improvements to leased flight equipment. -...............-.| 1, 198, 685 577, 426 


3, 904, 685 | 2, 384, 211 


Deferred charges: } | 
Unamortized Super Constellation preoperating expenses 702, 140 
Deferred flight equipment rentals 661, 400 | 
Deferred maintenance expenses .--.-...-.-------------------------------- 328, 325 
Unamortized extension and development costs_..............-..--------- 133, 065 


1, 824, 930 
| 13, 649, 980 | 9, 059, 059 
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Seaboard & Western Airlines, Inc., balance sheets at Dec. 31, 1956 and 1955 
LIABILITIES AND STOCKHOLDERS’ EQUITY 























——-— 
Number of shares | | 
Ree sevens Sena = eee ESS 
1956 1955 | 
I ceed bliglte tee Be te RS cuted htedtegicaldesaiiniciicuasessencils Rkiansaosiaicioissponas 
Current liabilities: 
Ageounts parable, NN td cn ntistcinmetnad Sousa thopiaksteccbaln nase. rel $2, 131, 668 | $1,807, 531 
Accrued i ald ean d nab iibadaemnncenputuer wntowehancencasaseet- «me Wan 
Accrued salaries and other expomses-..._.......-_.-.]-....--.-.--]__._.-__-- 897, 162 500, 975 
Notes payable to bank (installments due in 1957)_..|_.-.......- nonnon soo] 176, 250 |...... 
Be ee INNO se bn ct cab antensnennel|oweceosss sce arin neeniriennnti- ay Oe 3, 738, 477 
5 percent notes payable to bank (less installments due | 
a re 8 0d oc de ealceatdbadaobaadele Bacal 881, 250 |. 
Reserve for aircraft ard engine overhaul_..._.._........|........-...|.----.- ; 440, 550 | 377, 029 
Reserve for future Federal income tax. .................|....---.----}]---.--- d 977, 500 | 261, 486 
Stockholders’ equity: 7 s prs 
Common stock, $1 par value: | 
Authorized (increase to 1,500,000 shares Feb. 15, 
Pa ta esa ciel $1, 000, 000 | $1,000,000 |...-._.._._|_. 
Sip ee 2 coe 961, 404 780, 294 2% 
Less, in treasury : 4, 603 HOP res issewedic 
Outstanding 956,801 | 774,102 | 956,801 | 774, 102 
Reserved for exercise of options. ...........__- 27, 700 BE he btedcunod ec bite wets : 
Capital in excess of par value of common stock, per | 
i i. nc bibaecdkndebomhsssbioadwcksnbacs 4, 103, 194 1, 307. 624 
Earned surplus, per accompanying statements --...|..-..--.....|...---.-.-..| 3,085, 614 2, 600, 341 
Total stockholders’ equity... .............-.-- Gininatdigtn tel 8, 145, 609 4, 682, 067 

















| 13, 649, 989 | 9, 059, 059 





INCOME FOR THE YEARS ENDED DEC. 31, 1956 AND 1955 








1956 1955 

















Operating revenues: 
EB ce Lissa tarts hh ani pieliiad snl wskinehine hie Whammne tie ai $7, 149, 611 $5, 689, 974 
I ret potihieaahen 11, 616, 872 12, 789, 794 
Raia i a Bs ee lie 18, 766, 483 18, 479, 768 
Operating expenses: 
Pivins ees eeebemas addnlibceiatias: 6, 444, 261 5, 891, 007 
Neen TTT TT nn ne enn ee Bele eeone 2, 268, 839 2, 422, 331 
Provision for depreciation and: obsoleseence of fixed assets... _____ 403, 461 778, 571 
Neen a ccm cmdeeinreocnineiansd avcaraiceait tenia 4, 673, 148 4,065, 217 
i aaah ewwdewnd 767, 729 413, 705 
I ei dachnen 2, 171, 257 1, 482, 657 
General and admististrative............................-.-..... eke ; 1, 393, 167 1, 248, 421 
adie iia inc kedidteéniabtbebebibbndstnkke obebmnssasonns 18, 121, 862 16, 296, 909 
644,621 | 2, 182, 859 
Cee en ale 25, 934 82, 780 
oe nt hin ssawrntes eee eae aL (66, 396) (51, 742) 
i cn caeuesunebbeense 604, 159 2, 213, 897 
Provision for Federal income taxes (future tax in 1956).............._.. Wieathans 308, 000 1, 124, 000 
Tee ea ebeunve 296, 159 1, 089, 897 
Special items: Gains on sales of flight equipment, less Federal income taxes 
applicable thereto of $63,000 for 1956 and | ES, Sees 189, 114 877, 472 
nO IN CON ca dacenicncicowewwwecnmousenecs 485, 273 1, 967, 369 





Senator Monroney. Is anyone in the hearing room representing 
Aerovias Sud Americana ? 
No response. ) 
nator Monronry. They are the other certificated international 
carrier, I believe. If they are here we would be glad to hear them, or 
we would be willing to hold the record open for a statement if they 
care to submit one. 
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(The following statement was submitted :) 
Aprit 10, 1957. 
Senator A. S. MrKE MoNnRONEY, 
Chairman, Aviation Subcommittee of the Senate Interstate and Foreign 
Commerce Committee, Senate Office Building, Washington, D. C. 


DEAR SENATOR MONRONEY: Aerovias Sud Americana, Inc. (ASA), wishes to 
express its support of Senate bill 1474 providing for the permanent certification 
of the domestic all-cargo air carriers, and respectfully requests that this bill be 
amended to include the United States international all-cargo carriers, which are, 
of course, Seaboard & Western and ASA. 

In 1952, the Civil Aeronautics Board granted ASA a temporary certificate of 
public convenience and necessity authorizing scheduled air transportation of 
property only over route 113. This certificate expires October 6 of this year. 
Application for its renewal was filed on March 15 of this year, but under normal 
procedure it will be at least a year before final decision on this application. 

Route 113 runs from Tampa-St. Petersburg, Fla., to Habana, Cuba; Merida, 
Mexico; Belize, British Honduras; Guatemala City, Guatemala; San Salvador, 
El Salvador; Balboa, C, Z.; and Bogoté, Colombia. ASA is the only United States 
certificated all-cargo air carrier operating in this area. 

ASA was incorporated in Florida in 1947, and operated cargo service as an 
irregular carrier until it was certificated. Except for once-a-week passenger serv- 
ice provided at the request of the Colombian Government between Bogota and 
Leticia, Colombia, ASA has never carried passengers. The company has special- 
ized in transporting heavy types of cargo which ordinarily would not move within 
the United States by air. As examples, during 1954 it moved 4,839 head of live- 
stock from the United States to Latin America, and it regularly transports auto- 
mobiles from both the United States and Panama to automobile dealers and dis- 
tributors in Central America. 

No subsidy has been or is being paid to ASA. The company operates 4 C—46 
aircraft and has about 135 employees. Its gross revenue during its first full 
calendar year of certificated operation amounted to $724,196, whereas gross 
revenue for 1956 was $2,165,651. A most modest profit has been earned, and the 
company is growing in size, strength, and resourcefulness. 

If, as seems probable, the Civil Aeronautics Board follows the precedent set 
in the domestic all-cargo certificate renewal cases, it will renew ASA’s certificate 
for 5 years. During this period the company undoubtedly will face competition 
from carriers operating newer and more economical aircraft than the C—-46 which 
ASA operates. Lower operating costs will permit this competition to offer lower 
rates than ASA can provide with present equipment, which will place it in a posi- 
tion of either having to abandon the business or acquire more economical air- 
craft. It is impossible to say at this time whether financing of such aircraft would 
be possible on the basis of a temporary certificate, but it is certain that the 
stability df a permanent certificate would greatly facilitate such financing. 

While it may be argued that the operation of all-cargo domestic airlines is still 
in the experimental stage, there is little doubt that all-cargo operations will con- 
tinue between the United States and Latin America. If United States carriers do 
not continue to provide this service, foreign-flag carriers most assuredly will 
expand their cargo operations, which already greatly exceed those of United 
States carriers in this area. There distances are relatively short, and surface 
transportation extremely expensive, so that in many instances, even with pres- 
ent relatively uneconomical aircraft, air transportation can compete on a dollars- 
and-cents basis with surface transportation. For example, ASA transports some 
automobile models at less cost than they can be moved by surface means; other 
models cost only a few dollars more. Thus, there is a large and growing potential 
for air transportation of freight, which has resulted in Pan American, with its 
numerous flights carrying both passengers and cargo, carrying better than 50 
percent of the total of its airfreight in all-cargo aircraft. 

Foreign-flag carriers provide ASA with its most serious competition. Many 
of these carriers pay their pilots and other employees less than United States 
carriers must pay, and they are not required to abide by as limiting flight and 
safety regulations as those with which United States carriers must comply. For 
example, in at least one case, a foreign carrier utilizes pilots who are fighter 
pilots in their country’s air force. These differences result in cost advantages 
which 1oake extreme competition. 

This is not to suggest that pay of employees should be reduced or that safety 
regulations should be relaxed. Nor is ASA’s support of S. 1474 and its suggested 
amendment thereof to be construed as criticism of the Civil Aeronautics Board. 
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That Board has shown an unusual understanding of the peculiar problems which 
ASA has faced, and has been most helpful with those problems, 

It is strongly urged, however, that the stability of a permanent certificate 
would greatly assist ASA in meeting foreign competition, and make less likely 
in the air cargo field the merchant marine experience of subsidy being necessary 
for continued operation. 

Respectfully submitted. 


AEROVIAS SuD AMERICANA, INC., 
By C. Booker POWELL, 
Vice President. 

Senator Monronry. If these are all of the witnesses for the all- 
cargo carriers who wish to be heard, we will go on to the supplemental 
service that was suggested by the CAB in its recent report. 

We have Mr. Ross I. Newmann, Chief of the International and Rules 
Division of the CAB, here to testify. We are glad to have you here, 
Mr. Newmann. 

Incidentally, we will close the hearings, excepting for communica- 
tions from official Government agencies and statements that may be 
placed before the subcommittee, and will try to reach some disposition 
on the bill in the near future with the other members. 

I would like to put in the record, which I did not do yesterday, in 
connection with S. 1474, the report of the Comptroller Cerieinls We 
have put in the report of the Commerce Department. We have the 
CAB report. We will ask other Government departments which have 
been invited to submit reports if they are still anxious to be included. 

Otherwise, the oral part of the testimony will be concluded at this 
time. 

(The documents referred to are as follows :) 


COMPTROLLER OF THE UNITED STATES, 
Washington, March 28, 1957. 
Hon, WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, 


DeaR Mr. CHAIRMAN: Further reference is made to your letter of March 5, 
1957, acknowledged on March 6, requesting the comments of the General Account- 
ing Office concerning S. 1474, 85th Congress, Ist session, entitled “A bill to 
amend section 401 (e) of the Civil Aeronautics Act, as amended.” Such amend- 
. ment, in brief, would authorize the issuance of permanent certificates to air car- 
. riers furnishing within the limits of the United States, all-cargo service as author- 
} ized by a temporary certificate of public convenience and necessity issued by the 
Civil Aeronautics Board. 

In our letter of April 27, 1955, addressed to your committee, commenting upon 
numerous bills designed to amend the Civil Aeronautics Act, among which were 
three bills proposing to authorize the issuance of permanent certificates to the 
local service carriers, we made the following observation : 

“S. 651, S. 1081, and 8. 1109 all propose to amend section 401 (e) of the act 
by inserting at the end thereof a provision for the issuance of certificates of un- 
limited duration to local service carriers which presently operate for stated 
temporary periods of time. Needless to say, this is a matter which has been the 
subject of previous congressional hearings, during which time both sides of the 
issue have been thoroughly explored. As the record will disclose, the Board 
steadfastly has taken the position that permanent certificates should not be issued 
to the local service or feeder line carriers for the reason that it is believed that 
this segment of the industry is yet within the infant stage of its existence; and 
such being the case, it is the view of the Board that it is better enabled to observe 
and control the activities of such carriers through the medium.of temporary cer- 
tificates which require the carriers to come forth at stated intervals for the pur- 
pose of renewals, at which time a careful survey of their operations may be 
made. On the other hand, however, the local service carriers maintain that should 
they obtain permanent certificates, they would, inter alia, be in a better position to 
obtain equity capital from local and private sources, and thereby be the better 
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enabled to hasten the day when subsidy payments by the United States Govern- 
ment no longer would be required. These are the contentions with which your 
committee has been fully apprised, and this office is not in a position to forecast 
with any degree of certainty the merits of either view. 

“It should be pointed out, however, that notwithstanding the carriers’ repeated 
assertions that their financial structure is constantly being improved, there never- 
theless remains the statistical fact that subsidies to this class of carriers have con- 
stantly been on the upgrade, despite the fact that there has been a stupendous 
increase in their route mileage and revenue plane mileage since 1947. ‘Therefore, 
since these figures boldly spell out that there is no indication of an immediate end 
to their subsidy demands, there definitely emerges what would appear to be a 
need for the Congress to determine, as a matter of policy, whether it desires 
a continuation of such service which, as now being performed, must of necessity 
continue to be underwritten by the Government.” 

Manifestly, the foregoing obesrvations were motivated to a large extent by 
our interest in the cost to the taxpayers through the need or subsidy mail rates 
which were being paid to those carriers. In the instant case, however, the bill 
expressly excludes this feature of the ratemaking elements by providing “That 
authority to engage in the transportation of mail pursuant to a certificate of 
unlimited duration granted hereunder shall be limited to the carriage of mail 
on a nonsubsidy basis with compensation restricted to a service rate.” In view 
thereof, we have no recommendation to make with respect to the enactment of 
the bill. 

Sincerely yours, 
FRANK H. WEIrzxL, 
Acting Comptroller General of the United States. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., April 4, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

DeaR Mr, CHAIRMAN: Reference is made to your request for report on S. 1474, 
a bill to amend section 401 (e) of the Civil Aeronautics Act, as amended. 

The measure would amend section 401 (e) of the Civil Aeronautics Act of 
1938, as amended (sec. 481 (e) of title 49, U. S. C.), so as to make eligible for 
permanent certificates air carriers now operating under temporary certificates 
authorizing the holders to engage in air transportation of property and mail (but 
not passengers) within the United States: Provided, That the transportation of 
mail under such permanent certificates shall be on a nonsubsidy basis with com- 
pensation restricted to a service mail rate. 

The four air carriers covered by the bill, hereinafter referred to as cargo 
carriers, now hold temporary certificates for the transportation of property and 
mail. In proceedings before the Civil Aeronautics Board, the Department sup- 
ported the grant of mail certificates to the cargo carriers on a nonsubsidy basis, 
urging that the services of any air carrier certificated by the Board to engage 
in scheduled cargo service should also be made available for the transportation 
of mail by aircraft. 

The Department utilizes the service of all of the cargo carriers for the trans- 
portation of priority air mail. The services of three are used in the transporta- 
tion of first-class mail as part of the Postmaster General’s experimental 3-cent 
airlift program ; the fourth carrier is not used because its route does not serve 
the areas embraced in this program. While the scheduled services of the con- 
ventional passenger air carriers generally provide adequate service for most of 
the daily volume of airmail, advantageous use is being made of the additional 
capacity and schedules of the cargo carriers, both as connecting services for on- 
ward transportation or as service from origin to destination. 

If certificates of unlimited duration are to be issued to the cargo carriers for 
the transportation of property, it is the Department’s view that likewise mail 
certificates should be made permanent on a nonsubsidy basis, as proposed in the 
bill. Accordingly, the Department has no objection to the enactment of this bill. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to the committee. 

Sincerely yours, 


Maurice H. STANs, 
Deputy Postmaster General. 
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TRANSPORT WORKERS UNION OF AMERICA, 
AtrR TRANSPORT DIVISION, 
Washington, D. C., April 4, 1957. 
Senator A. 8. M1ikE MonRoNeY, 
Chairman, Senate Commerce Aviation Subcommittee, 
Senate O fice Building, Washington, D.C. 


My Dear SENATOR Monroney: The Air Transport Division, Transport Workers 
Union, AFL-CIO, has not requested time to appear before your committee cur- 
rently holding public hearings on S. 1474, for the purpose of amending section 
401 (e) of the Civil Aeronautics Act, as amended. It does, however, desire to 
bring to the attention of your committee its views on this particular Senate bill. 
The Air Transport Division supports the testimony given by Clarence N. Sayen, 
president, Air Line Pilots Association, and actively endorses the statement of 
George D. Riley, AFL-CIO legislative representative presented on behalf of the 
AFL-CIO Aviation Legislative Committee supporting the enactment of S. 1474. 

The air transport division went on record at the ATD Presidents’ Council Con- 
ference in Los Angeles early in February of this year by unanimously adopting a 
resolution favoring this exact type of stability for the carriers involved herein. 
The ATD was concerned with the evergrowing number of furloughs and recalls 
of employees with these lines and with the “pat” answer during contract negoti- 
ations that, because of the nature of the operating certificates the employees 
involved would have to be satisfied with lower wages and reduced fringe items, 
with the result that the employees, members of our organization, are actually 
subsidizing the carriers. 

In prior public hearings before congressional committees, various airline com- 
pany representatives have testified that the cost involved in processing an ex- 
tension before the CAB, upon the expiration of a temporary certificate, is in the 
neighborhood of a quarter of a million dollars. While this expense is chargeable 
to the carriers’ operation as a business expense, there are any number of places 
it could be spent for the betterment of the carrier and its employees. To name a 
few, newer and more modern aircraft, aircraft maintenance tools, freight and 
cargo handling machinery, employee contractual and fringe benefit items. 

For these reasons, and those already enumerated before your committee, we 
support the enactment of S. 1474. We are, however, extremely disappointed in 
the fact that S. 1474 as written, applies only to United States domestic carriers, 
excluding those all-cargo carriers operating under temporary certificates of 
public convenience and necessity issued by the Civil Aeronautics Board in inter- 
national or foreign air transportation. 

The air transport division cannot find any logic or reasoning for the ex- 
clusion of the all-cargo international carriers from this legislation, especially 
in view of the fact that the reasons given to this committee in support of S. 1474 
apply—even more so—to the international carries. For instance, any United 
States domestic ali-cargo carrier is competing with not more than 3 or 4 certifi- 
eated combination passengers, freight, and mail carriers on any one of its routes 
or route segments, while in the case of 1 temporary certificated all-cargo carrier 
between the United States and Europe, it is competing with not only 2 United 
States certificated carriers, but with 14 or more foreign-flag carriers. 

The air transport division does not hold a brief for any one carrier by virtue 
of the fact that it represents employees on nearly every United States airline, 
domestic and/or international, certificated or not. However, we firmly believe 
that the international all-cargo air carriers are being slighted by this proposed 
legislation and respectfully submit that S. 1474 be amended to include this most 
important segment of the all-cargo air transport industry. 

Very respectfully yours, 
JAMES F. Horst, 
International Vice President, Director, Air Transport Division. 


(Thereupon, at 11:40 a. m., the committee proceeded to the consider- 
ation of other business. ) 


x 








